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Steamship tickets, hotel reserva- 
tions, itineraries, cruises and tours 
planned and booked to any part of 
the world by the American Express 
Travel Service. 
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| Stopping Leaks 


in Business 


USINESS houses are now more 
diligent than ever before in 
forestalling losses. The margins be- 
tween gross and net profit do not 
permit even the smallest leak. One 
item of expense which is being 
more carefully watched is the cost 
of travel by executives and sales- 
men. Costs are pared and unfore- 
seen trips are reduced toa minimum. 
All such travel requires ready 
funds to meet day by day expenses. 
If these funds are in the form of 


cash there is the serious risk of loss © 


or theft. Such losses are more fre- 
quent than is generally realized. 
Cash in itself is a disturbing travel 
companion. The close relationship 





which exists between a business 
house and its bank makes it pos- 
sible for the banker to materially aid 
in lessening these potential losses. 

In the same way that advice is 
given on credits, advice can also be 
given on safeguarding the firm’s 
travel funds. If organizations are en- 
couraged to equip their officers and 
salesmen with American Express 
Travelers Cheques, a worth while 
practice is started, which soon be- 
comes a routine rule of the firm. 
This practice results in an ever- 
increasing profit to the bank. 

There are many firms which have 
established this rule. It is a wise 
precaution. 


AMERICAN EXPRESS TRAVELERS CHEQUES 


AND TRAVEL SERVICE 
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-LETTERS- 


The Changing Picture—See Page 3 


March 4. Stirs: Enclosed is the story commenting on the 
banking legislation facing the new administration. It looks as 
though a lot of things would happen between now and the time it 
comes out, so I shall send inserts to keep it up to date. It looks as 
though President Roosevelt will have to take some action shutting 
off exports of gold and otherwise somewhat restricting our opera- 
tion of the gold standard. The Treasury financing also promises 
to be a problem. 

ArtHUR CRAWFORD, 


Washington, D. C. 


March 6. Stirs: I expect an emergency bill will be ready to 
push through both Houses possibly in a single day. It would 
seem that it is hoped to do something on Thursday (March 9) to 
revive confidence for a reopening of banks the following day. 
Possibly the proposal will be for a limited guaranty of new deposits 
Let me know the exact deadline. 


ARTHUR CRAWFORD 


March 11. Sirs: Here is a substitute for the first three pages 
of the banking article, and also some notes indicating changes in a 
couple of paragraphs farther on. This brings the article up to date. 
Lucky the emergency legislation was cleaned up so quickly. 


ARTHUR CRAWFORD 


oe 


Competition for Mr. Hearst 


Sirs: Much has been said and written on the ills of the 
American Banking System, evidenced by the alarming number of 
failures during the past three years, but I am of the opinion that 
much of the fault lies with the American banking public. 

In foreign countries the comparative number of failures is very 
low and this is due solely to the banking psychology of their people. 
Financially they are educated more or less as the banker himself; 
there, for example, a savings account is really a savings account 
and can be depended upon, whereas in America a savings account 
is nothing more than a demand deposit as a refusal to pay it out 
until the time limit expired would of course create gossip, the 
greatest enemy of the bank. 

What the country needs along this line is a banking educational 
program and this can best be effected by the press through articles 
written by leading bankers. Banks are chiefly our collectors and 
distributors of funds and credits and when we consider that there 
are some sixty billions of dollars on deposit while there are only 
five billion in circulation, we readily see the service they play in 
our economic life. 

_ When the general public is adequately educated along these 
lines, I believe a co-operation will fier that will insure complete 
banking stability; the most necessary item in our economic 
recovery. 
MILTON WALKER, 
First National Bank, Birmingham, Alabama 


ee 


Orchids for John Anton 


Sins: Lately I have caught up with my reading and have 
found The Burroughs Clearing House for Palemes highly inter- 
esting, as usual, but particularly because of the first article “From 
Losses to Profits on Incidental Services.” 

[t is so important in my opinion that I am wondering if it 
would be possible for me to obtain extra copies for distribution to 
the various banks in Queens County and also for the Executive 
Committee of Group VII of the New York State Bankers Associ- 
ation, covering the banks on Long Island and Staten Island. 

Of course I realize that these banks may have received your 
book. but, nevertheless, I would like to impress upon them the 
tmportance of the article. 


GILBERT R. HENDRICKSON, Vice-president, 
The Jamaica National Bank, Jamaica, New York 
Sins: Will you please send us thirty reprints from Mr. 


Anton’s article in the February number of The Burroughs Clearing 
louse entitled “From Losses to Profits on Incidental Services.” 


W. C. HussBett, Cashier, 
First Lake County National Bank, Libertyville, Ill. 
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HERBERT SHRYER, Editor HENRY J. BOONE, Associate Editor 
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And One for the Publisher 


Sirs: I always read every issue of your good paper with a 
lot of interest and the February issue is especially interesting. I 
would like to have ten extra copies. 


FRANK P. Powers, President, 
Kanabec State Bank, Mora, Minnesota 


oe 


Wants Data on Money Exchanges 


Sirs: I have just read your February issue, which would be 
of value to any ex-banker who is not destitute financially after 
paying his stock assessments. 

I would like to have the names and addresses of two or three 
money exchanges that are operating successfully as I have in mind 
establishing one in our city which is without a ‘the I would like 
to get information on the charges they are making and the variety 
of work they do. 


I. N. Hart Ley, 
North Bend, Oregon 
(Continued on page 32) 
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AN ENDURING ASSET 





e want our 
correspondents to know we sincerely appreciate the 
patience and cooperation characterizing their dealings 


with us during the recent banking “holiday” emergency. 


It is our desire that as the nation goes forward into 
renewed confidence and progress we may list a host of 
new friends with the old...and that our complete 
modern facilities for meeting correspondent responsi- 


bilities may be used to the full. 
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VERHAULING of the nation’s 
banking structure is in progress. 
New 
manent character is shaping up with 


legislation of a_ per- 
the Glass bill of the last Congress as a 
loundation but with modifications and 
amplifications growing out of the acute 
and unprecedented banking situation 
of recent weeks. 

Banking problems have been fore- 
most among the matters of tremendous 
moment which have occupied the 
attention of President Franklin D. 
Roosevelt since his inauguration on 
March 4. A state of panic by bank 
depositors, which had been spreading 
lollowing the closing of banks in 
Michigan, reached a crisis on the day 
of the change in administration. 

Even as Mr. Roosevelt was taking 
the oath banks had been closed or 
Were operating under restrictions im- 
posed by state authority in virtually 
“very state in the union. The follow- 
ing day, March 5, the Sabbath calm 
Was broken by conferences at the 


The New 
DMINISTRATIO 


Faces a Major Program 
of Banking Legislation 


by ARTHUR 


White House and the Treasury culmi- 
nating in a_ proclamation by the 
President declaring a four day nation- 
wide bank holiday and imposing an 
embargo on exports of gold. The same 
day the President issued a call for a 
special session of Congress on March 9 
to deal with the critical banking situ- 
ation. In the days intervening between 
March 5 and March 9 various regula- 
lions were issued by Secretary of the 
Treasury William H. Woodin by which 
limited bank operations were made 
possible to meet emergencies. Then 
with a speed never before known 
Congress within less than eight hours 
from its convening in special session 
rushed through a far-reaching emer- 


gency measure recommended by the 
President. 
Before midnight of March 9 the 


President had issued a proclamation 
extending the bank holiday and gold 
embargo under the terms of the new 
law and on March 10 through an 
executive order vested power in the 
Secretary of the Treasury to permit 
the banks to reopen under a licensing 
system as rapidly as their soundness 
might be checked and approved. 

It was made evident that under the 
broad powers vested in the President 
by the emergency legislation a con- 
siderable number of banks would not 
be allowed to reopen and others would 
be forced to reorganize. Furthermore 
the privileges given to member banks 
with reference to the conversion of 
assets not previously eligible into 


CRAWFORD 


currency were expected to drive hun- 
dreds of non-member state banks into 
the Federal Reserve System. Also it 
seemed apparent that in perfecting 
and broadening the Glass permanent 
banking bill it would be made more 
drastic in character. 


RIEFLY, the emergency legislation 

ratified previous proclamations and 
orders of the President and Secretary 
of the Treasury under the wartime 
trading with the enemy act, validity 
of which was in question, re-enacted 
the tremendous powers conferred by 
that act upon the President over 
transactions in credit, currency, gold, 
silver and foreign exchange, empowered 
the Secretary of the Treasury to bring 
out of hoarding all gold and gold 
certificates held by citizens, authorized 
the President to impose restrictions on 
all banking operations of Federal 
Reserve members, authorized the 
comptroller of the currency to appoint 
conservators for national banks and 
otherwise to bring about reorganiza- 
tions, provided for the issuance of 
preferred stock by national banks and 
for the purchase of stock of national 
and state banks by the Reconstruction 
Finance Corporation, authorized a 
relaxation of eligibility rules for dis- 
counts and advances by Federal Re- 
serve banks to member banks and 
provided for issuance of an unlimited 
amount of ‘‘Federal Reserve Bank 
Notes’”’ as distinguished from ‘‘Federal 
Reserve Notes,” the “Bank Notes” 
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PRESIDENT FRANKLIN D. ROOSEVELT 


being without gold backing but issued 
against government bonds on a 100 
per cent basis or against notes, drafts, 
bills of exchange and bankers’ accept- 
ances at 90 per cent of their sound 
value. 

The emergency law is designed to 
place dictatorial powers in the Presi- 
dent pending the enactment of per- 
manent legislation. While there is no 
definite time fixed for the operation 
of the law it is provided that the new 
currency secured by obligations other 
than government bonds shall not be 
issued after the President by proclama- 
tion declares a termination of the 
emergency. 

As the situation stood on Saturday, 
March 11, President Roosevelt was 
confident that public confidence would 
slowly be restored in the banks on the 
strength of assurances given through 
the licensing system and the possibil- 


ities of an expansion of currency to 
the extent of billions of dollars. In 
effect the government is_ standing 
behind the banks designated as sound 
although there is no actual guaranty 
of deposits. 


EVEN before the old Congress ad- 

journed it was necessary to pass a 
measure conferring authority upon the 
comptroller of the currency to apply 
the same restrictions to national banks 
which are made effective upon state 
banks by state authorities. 

The foundation for general banking 
law revision was laid in the old Con- 
gress in the Glass bill, passed by the 
Senate on January 25 as the culmina- 
tion of discussions in committee and 
on the floor during a period of two 
years. The bill died in the House 
committee on banking and currency, 
due to conflicting viewpoints and bad 


THE BURROUGHs§ 


feeling between sponsors of banking 
legislation in the two Houses. 

That new banking policies are taking 
shape was evident from the day 
President Roosevelt took office. In 
his inaugural address delivered before 
a throng of 100,000 in front of the 
capitol and to a nation-wide radio 
audience he sharply criticized banking 
practices. 

Two safeguards are required “against 
a return of the evils of the old order,” 
Mr. Roosevelt asserted. 

‘There must be a strict supervision 
of all banking and credits and invest- 
ments,’ he said, “‘there must be an 
end to speculation with other people’s 
money, and there must be provision 
for an adequate but sound currency.” 

Adjournment of the old Congress 
left most of the major problems con- 
fronting agriculture and industry as 
well as banking and finance unsettled. 
The domestic allotment farm relie 
bill, supposedly embodying the Roose- 
velt ideas, was passed by the House 
but died in the Senate after being 
radically amended in committee. The 
bankruptcy bill, offering a method for 
individual debtors, farmers and _ the 
railroads, but not ordinary corpora- 
tions, to make a voluntary adjustment 
of their obligations under protection of 
the courts, was passed and signed by 
President Hoover. Bills of major 
importance for government refinancing 
of farm mortgages failed of passage. 
The relief bill passed by the Senate, 
increasing the amount available for 
loans by the Reconstruction Finance 
Corporation to the states and relaxing 
restrictions on loans for self-liquidating 
projects, died in a House committee. 
The beer bill passed by the House 
failed in the Senate although a resolu- 
tion for repeal of the eighteenth 
amendment was approved for sub- 
mission to the states: 

Senator Carter Glass of Virginia, the 
seventy-five year old veteran of bank- 
ing legislation, who declined an oppor- 
tunity to return to his former post as 
Secretary of the Treasury, has been 
one of President Roosevelt’s chiel 
advisors in the recent critical situation. 

Except for two factors the Glass bill, 
which was formulated after hearings 
and an investigation which commenced 
in the early part of 1931, might have 
become law in the recent session which 
ended March 4. One was the filibuster 
against branch banking by Senator 
Huey Long, Louisiana Democrat, which 
delayed action for several weeks in 
the Senate. The other was somewhal 
strained relations between Senator 
Glass and the Democratic leaders 1 
the House whose co-operation was 
essential to secure quick action in the 
lower branch of Congress. 

If it had not been for the Long 
filibuster the bill could have been 
passed in the Senate long enough before 


International News Photos 








Ci 
Mi 
in 
tio 
pu’ 
wil 
for 
of 
by 
in 
ant 





HS ® 


cing 


king 
day 
In 
fore 
the 
adio 
king 


1inst 
ler,” 


ision 
vest- 
e an 
ple’s 
ision 
cy.” 
gress 
con- 
'y as 
ttled. 
reliel 
oose- 
Louse 
being 
The 
rd for 
1 the 
pora- 
ment 
ion of 
ad by 
major 
neing 
ssage. 
enate, 
le for 
nance 
laxing 
jating 
nittee. 
House 
esolu- 
teenth 
sub- 


ia, the 
bank- 
oppor- 
Ost as 
; been 





chiel 
iation. 
iss bill, 
2arings 
nenced 
t have 
which 
ibuster 
yenator 
, which 
eks in 
newhat 
yenator 
ders in 
nm was 
in the 


> Long 
e been 
1 before 


Jews Photos 





CLEARING HOUSE 


March 4 to straighten out difficulties 
in the House. Even as it was, legisla- 
tion in modified form might have been 
put through if Senator Glass had been 
willing to attach it to or substitute it 
for the Steagall bill for the guaranty 
of bank deposits bill passed last year 
by the House and allowed to slumber 
in the Senate committee on banking 
and currency. 


SENATOR Glass would have nothing 

to do with bank deposit guaranty 
proposals. Representative Henry B. 
Steagall of Alabama, chairman of the 
House banking and currency commit- 
tee, and Speaker John Garner, now 
Vice-president, resented the refusal of 
the Senate to consider either the 
Steagall bank guaranty bill or the 
Goldsborough price stabilization bill, 
also passed by the House last year. 
Accordingly they refused to consider 
the Glass bill when it came from the 
Senate, contending that the House 
could not adequately deal in a few 
days or weeks with a measure which 
required two years for passage in the 
upper branch of Congress. As _ all 
legislation was wiped from the calen- 
dars with the end of the old Congress 
an entirely new start has been neces- 
sary. 

With the banking situation becom- 
ing steadily more serious in the closing 
days of the old Congress, Representa- 
tive Steagall and other supporters of 
his bill were increasingly of the opinion 
that it would be impossible to side- 
track some form of guaranty of bank 
deposits in the determination of a 
program by the Roosevelt administra- 
tion. 

The emergency bill enacted by the 
old Congress to give the comptroller 
of the currency the same power of 





CORDELL HULL 
Secretary of State 





national banks which may by state 
law be vested in state officials 
over state banks was rushed through 
without real opposition. It was intro- 
duced by Senator James Couzens of 
Michigan, the measure having its 
origin in the Michigan situation. 

The effect is to insure a uniform 
policy by national and state banks in 
states like Michigan. and Maryland, 
which first declared bank holidays, as 
well as the others where it has been 
desirable for the governors and legis- 
latures to take steps to guard the 
resources of the banks. 

The legislation is effective for six 
months and may be extended for an 
additional six months by the President. 

The essential provisions of the law 
are as follows: 

“That, with the approval of the 
Secretary of the Treasury, the comp- 









et 


HENRY A. WALLACE 
Secretary of Agriculture 


troller of the currency shall have and 
may exercise to such extent as he deems 
advisable with respect to any national 
banking association any powers which 
the state officials having supervision 
of state banks, savings banks and/or 
trust companies in the state in which 
such national banking associations are 
located may have with respect to such 
state institutions under state laws now 
in force or hereafter enacted: Provided, 
that nothing herein shall be construed 
to permit the establishment of branches 
of either national or state member 
banks or allow consolidation of either 
national or state member banks now 
allowed by existing law. 

“Expenses incurred by the comp- 
troller of the currency in the exercise 
of such powers may be assessed by 
him against the banks concerned and, 
when so assessed, shall be paid by such 
banks. 
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WILLIAM H. WOODIN 
Secretary of the Treasury 


“Nothing herein shall be construed 
to impair any power otherwise pos- 
sessed by the comptroller of the cur- 
rency, the Secretary of the Treasury, 
or the Federal Reserve Board.” 

The enactment of this emergency 
legislation as well as later developments 
have tended to call attention to the 
disadvantages of a dual -banking 
system. Sentiment for a unified bank- 
ing system has been growing rapidly. 
The Federal Reserve Board has had its 
experts working out a plan which it 
may be able to submit to Congress in 
time to be taken up in connection with 
permanent banking legislation. There 
are various constitutional difficulties 
but it is held to be possible either by 
exercise of the taxing power or some 
similar scheme for Congress to force 
all the state banks into the Federal 
Reserve System. 

The desirability of bringing about a 
unified banking system was touched 
upon by several witnesses in the 
investigation of economic conditions 
by the Senate finance committee 
during February. Among them was 
David F. Houston, one of the three 
Secretaries of the Treasury of the 
Wilson administration and now an 
insurance executive. Questioned about 
the Glass bill Mr. Houston said that it 
did not go far enough in that it failed 
to provide for a unified banking system. 
Senator William G. McAdoo of Cali- 
fornia, also a Secretary of the Treasury 
in the Wilson cabinet, has recently 
urged a constitutional amendment if 
necessary to obtain unified control of 
banking. Senator Glass, the third of 
the Wilson Secretaries of the Treasury, 
has indicated a desire to accept a 
feasible and valid plan if one can be 
worked out. 

The Glass bill as passed by the 


(Continued on page 20) 
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have only scratched the surface,’ 


Kelly in the following article. 


THE BURROUGHS 


BANK SERVIC 


‘‘Many bankers in their installation of charges 


b 


says Mr. 
‘“‘They have 


imposed one or two flat charges and ignored 


the rest. 


And to cap the climax, they have 


Senerally overlooked the best revenue pro- 
ducer of all—the float charge.’’ 


By LEO D. KELLY 


Vice-president, Mercantile-Commerce Bank & Trust Co., St. Louis 


ELIEVE it or not—a majority ol 
B the banks throughout the United 
States have given in free services 
lo commercial customers an amount 
equivalent to their entire capital during 
the 


last ten years. Strange to say, 
these customers, representing about 
66 per cent of all patrons, have 


not been appreciative of this generosity 
on the part of the banks, because they 
were not aware of this condition. 
Stranger still, in the majority of cases 
the bankers themselves until recently 
were unaware of this situation. 

Often bankers have been so occupied 
in seeing that borrowing customers 
knew their own costs and operated al 
a profit, that they gave no thought to 
the cost of doing business in their own 
banks. But a new day is dawning. 
and bankers have begun to realize thal 
in the main they have been depending 
on profits from about one-fourth ol 
their customers to absorb losses on the 
other three-fourths, and to pay divi- 
dends —if any. 

The economic readjustments of the 
last vear or two have forced bankers 
in every cily, town and hamlet in 
America to devote increased attention 
to methods of obtaining much-needed 
additional revenue. Naturally, after 
pruning down major and minor over- 
head expenses, they have turned to 
what most bankers now regard as the 
logical solution of reduced earnings — 
a complete schedule of 
specific services. 

Before the economic 


charges for 


upheaval in 


1929, relatively few bankers were lar- 
sighted and brave enough to ask 
customers to pay for the services they 
were gelting. But now, after three 
years of battling with banking diffi- 
culties, | venture to say that if the 
issue were pul to a vole, more than 
95 per cent of our banks would favor 
charging for services. And a majority 
of the 95 per cent I think would urge 
a complete set of reasonable charges. 


NE almost insurmountable difficulty 

in the past has been lack of knowl- 
edge on the part of the banker as to how 
lo begin installing the charges. Talk 
to him about comprehensive charges 
for service and almost invariably he 
will throw up his hands in a helpless 
attitude. He will argue that such a 
thing is all right for the big city bank 
where help is plentiful, but for the 
country bank it will be too difficult. 
The need for it is apparent, he will 
admit, but he opines that “this is a 
poor lime to start—with our banking 
public so touchy about things.” So 
he shies away from this all-important 
problem, failing to realize that when 


earnings are low and_ people = are 
accustomed to changes, is the best 


time to act and make a shift for the 
better. 

In short, the banker has indicated 
too often that he didn’t understand 
service charges and didn’t know where 
to begin. In most cases where he has 
put charges into effect he has just 
scratched the surface by inauguraling 





MR. KELLY 


Mr. Kelly was a pioneer in the 
field of service charges, and speaks 
with the authority of experience 
on the subject. The plan which 
he developed is a practical one, 
worked out on a scientific basis 


a flat charge two 
services. 

For vears I have had charge of the 
Correspondent Bank Division of our 
bank where I have come into constant 
contact with the problems of other 
bankers and have learned to appreciate 
their difficulties. Here I have given 
thorough study to devising a plan thal 
would be complete —that would auto- 
matically stop the leaks in connection 
wilo free service and that at the same 
time would be easy of installation and 
operation. This plan as finally worked 
out is designated “The Metered Serv- 
ice Plan.” In order that it may be 
clear to readers of The Burroughs 
Clearing House, 1 shall describe ts 
chief points in detail. 

The metered service plan puls 
every account on a basis of paying lor 
whatever actual activity it has and 


for only one or 
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CLEARING HOUSE 


therefore no exhaustive 
analysis is necessary. 

The first step in prepar- 
ing the plan was to print a 
sample folder listing 
charges for every type of 
service including the “‘Float 
Charge” —which is figured 
on an exact and scientific 
basis. This float problem 
has been overlooked by 
some bankers, and is the 
best revenue producer of 
all. It will be fully ex- 
plained later. The sample 
folder is written in such a 
way as to explain to depos- 
itors the justice of charges 
for services, and is offered 
to the banker with the 
thought that if he plans 
installation of such charges 
he can quickly go over the 
printed schedule and 
slightly revise it to meet 
the situation in his locality. 
He will then simply have 
the folder reprinted and 


distributed to depositors in advance 
of the date the plan is to become 


effective. 


It is contemplated that the banker 
advertising 
public 
necessity and justice of the metered 
This copy is supplied to 
him gratis direct from our bank and en- 
ables him, along with the folder, to 
“sell” his customers with little or no 


will make use of 
explaining to the 


also 
copy 


service plan. 











ANNOUNCING THE SERVICE 
CHARGE AND REASONS FOR 
ITS INSTALLATION 


~~ 


FTER a careful analysis and thorough 
deliberation, we have decided to place 
into effect nominal charges for banking 
services. These charges are adjusted on 
as near a cost basis as possible after taking 
into consideration actual overhead expense. 
This action, which is explained in detail 
in the following pages, is in keeping with 
the best banking management throughout 
the nation. Sentiment in favor of the serv- 
ice charge has been growing steadily with- 
in the past four or five years and its wide- 
spread adoption by hundreds of banks in 
recent months has been hastened by eco- 
nomic developments. 


When a depositor places his money in 
any bank, he expects it to be a safe deposi- 
tory and he wants assurance that his funds 
will be available under any and all circum- 
stances. The banker accepts deposits with 
this understanding. But in order to meet 
these two essential requirements, the banker 
must make a profit and keep sufficient re- 
serves on hand. 


It is a well-known fact that banks in the 
past have been performing too many free 
services—services which have cost con- 
siderable sums—without receiving any sort 
of pay in return. With earning capacity 
now reduced to a minimum by the economic 
changes which have swept the nation, it 
becomes necessary to charge for services 
performed. 


A bank is not unlike any other com- 
munity enterprise. Being primarily a serv- 
ice institution it is entitled to charge for 


42h 


It has been definitely ascertained by analy- 
sis and research that it costs 4 cents for 
overhead expenses to handle a deposit ticket 
or a check drawn against a customer's 
account. Thus, it will be seen the fore- 
going charge is fair and equitable. 


The “Fioat"’ or Conversion" Charge 


On all checks of $100 or less, deposited 
or cashed on banks outside this city, there 
shall be a charge of 6 cents each, and on 
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his bank on any point in 
the United States is out- 
standing in process of col- 
lection. Opposite each 
point is extended the float 
charge per $1,000 at 6 per 
cent per annum. Each 
teller, supplied with such 


such checks in excess of $100, a charge 
shall be made at the rate of 6% per annum 
for the actual “float” time. By “float’’ is 
meant the actual time it takes for a check 
to get to its destination and the returns 
to be received. These returns are ac- 
tual money, or they may be the equiva- 
lent thereof. It is necessary to make a 
float charge because when uncollected 
funds are placed immediately to the cus- 
tomer's credit, it is equivalent to lending 
the customer the amount of the check, 
without interest, for a period of from three 
to ten days. The float charge, then, is in 
effect a fair charge on the money thus 
credited to the customer’s account, at 
the rate of G% per annum. This “float” 
charge is made for converting the out of 
town check into immediately available 
funds. This charge is based on the knowl- 
edge that, with but few exceptions, at 
least three days will be consumed in the 
collection of any check on outside points. 
As a matter of fact, it takes as long as ten 
days to get returns on the most distant 
points, with varying schedules on points 
less distant. An exact tabulation of float 
time to all points in the United States has 
been prepared and the amount charged is 
figured from this schedule. Thus it will 


a chart, can figure at a 
glance the float charge on 
any check. The float 
schedule varies according 
to the Reserve District in 
which the bank of deposit 
is located. The sample 
chart illustrated here 
applies to banks located in 
the St. Louis head office 
Federal Reserve District. 
A glance at it will reveal 
how simple it is to deter- 
mine float charges. 


be scen there is no guesswork about the 
47> 


OME banks have in- 
stalled an elaborate sys- 
tem of analysis, involving a 











By providing 
miscellaneous 
leaks in every 


matically caught and every ac- 
count pays its own way 


the 


banker is a specially prepared time 
float chart which shows the exact time 


great amount of detail 
work, such as figuring float 
on transit items, adding it up for 
thirty-day periods, deducting it from 
gross balances, deducting, say 15 per 
cent, for reserve —figuring the income 
from net loanable balance, and so on. 
As a result they find it is not practical 


a complete set of 
flat charges the 
account are auto- 


¢ « 


solve the banker’s problems on “how to analyze more than a small 
to begin.” 
With the sample folder sent to the . > 


The sample chart illustrated here 
applies to banks located in the 


























effort. The folder and advertising that any check offered for deposit in St. Louis head office Federal 
Reserve District 
SCHEDULE OF INTEREST TO BE CHARGED ON CHECKS DEPOSITED FOR IMMEDIATE CREDIT 
CHECKS: Under $100.00, an interest charge of 6¢ per check. ON ITEMS $100.00 AND OVER CHARGE THE RATE AS NOTED BELOW (in 
colum "Rate per Thousand"). IN NO CASE CHARGE LESS THAN 6 CENTS. Two or more checks received from a customer at one time 
and payable at one place (on same town) should be added together and treated as one item. In addition to the above interest 
charges, charge $1.00 per $1,000.00 on items not collectible through the Federal Reserve Bank. 
City or State Days Rate per Thousand | City or State Days Rate per Thousand | City or State Days Rate per Thousand 
ALABAMA 6.0 $1.00 MARYLAND 6.0 $ 1.00 OKLAHOMA 6.0 $ 1.00 
Bi 3.6 60 Baltimore 3.6 «60 Oklahoma City 3.6 60 
ARIZONA 9.6 1.60 MASSACHUSETTS 6.0 1,00 OREGON 9.6 1.60 
ARKANSAS 4.8 280 Boston 3.6 -60 Portilend 4.8 ° 
Little Rock 2.4 240 MICHIGAN 6.0 1.00 PENNSYLVANIA 6.0 1.00 
CALIFORNIA 9.6 1.60 Detroit 3.6 260 Philedelphia 3.6 60 
Los Angeles 6.0 1.00 MINNESOTA 6.0 1,00 Pittsburgh 3.6 -60 
San Francisco 6.0 1.00 Minneapolis 3.6 «60 RHODE ISLAND 6.0 1.00 
COLORADO 7.2 1.20 Saint Paul 3.6 «60 SOUTH CAROLINA 7.2 1.20 
Denver 3.6 «60 MISSISSIPPI 6.0 1.00 SOUTH DAKOTA 8.4 1.40 
CONNECTICUT 6.0 1.00 MISSOURI 3.6 -60 TENNESSEE 6.0 1.00 
DELAWARE 6.0 1.00 Kansas City 2.4 240 Memphis 2.4 240 
DIST. OF COLUMBIA 6.0 1.00 MONTANA 9.6 1.60 Nashville 2.4 40 
FLORIDA 7462 1.20 Helena 4.8 80 TEXAS 7.2 1.20 
Jacksonville 3.6 60 NEBRASKA 4.8 «80 Dallas 3.6 -60 
GEORGIA 6.0 1.00 Omaha 2.4 240 El Paso 4.8 80 
Atlenta 3.6 260 . NEVADA 9.6 1.60 Houston 3.6 60 
IDAHO 9.6 1.60 NEW HAMPSHIRE 6.0 1.00 San Antonio 3.6 60 
ILLINOIS 3.6 «60 NEW JERSEY 6.0 1,00 UTAH 8.4 1.40 
Chicago 2.4 240 NEW MEXICO 8.4 1.40 Salt Lake City 4.8 80 
INDIANA 4.8 80 NEW YORK 6.0 1.00 VERMONT 6.0 1.00 
IOWA 4.8 -80 Buffalo 3.6 -60 VIRGINIA 6.0 1.00 
KANSAS 4.8 -80 New York City 3.6 260 Richmond 3.6 60 
Kansas City 204 240 NORTH CAROLINA 7.2 1.20 WASHINGTON, D. C. 6.0 1.00 
KENTUCKY 4.8 80 Charlotte 3.6 60 WASHINGTON 9.6 1.60 
Louisville 2.4 240 NORTH DAKOTA 8.4 1.40 Seattle 6.0 1.00 
LOUISIANA 8.4 1.40 OHIO 6.0 1.00 Spokane 6.0 1.00 
New Orleans 3.6 260 Cincinnati 2.4 240 WEST VIRGINIA 7.2 1.20 
MAINE 6.0 1.00 Cleveland 2.4 240 WISCONSIN 6.0 1.00 
WYOMING 7.2 1.20 
Prepared by - Leo D. Kelly, Vice-President, If you desire to include St. Louis items you would use 1.2 days, 
Mercantile-Conmmerce Bank & Trust Company, the average time your items are in mail, and rate of twenty cents 
St. Louis, Mo. per thousand. 
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percentage of their accounts, and from 
the basis of analysis used, they are 
generally charging up losses to no 
more than 10 or 20 per cent of the 
accounts they do analyze. 


E had in mind the objections to 

these various methods, and the im- 
possibility of their being installed in 
more than a few of the banks throughout 
the country, when we included in the 
metered service plan the exact float 
charge on out-of-town or 
transit checks which the 


either by the depository bank or by 
its correspondent in the city —which 
in reality is equivalent to the depos- 
itory bank paying the charge. 

The banker who wants to get his 
just compensation should, after mak- 
ing preliminary announcements, simply 
have each teller post this time float 
schedule applying to his particular 
district in his cage, and use it. Asa 
concrete example, say a customer 
comes into a bank located in Joplin, 
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this firm manufactures a product that 
is sold to other cities and towns in the 
same state—Missouri, in which case 
(excepting St. Louis and Kansas City) 
the float to the Springfield bank would 
be 3.6 days in each instance. Let us 
assume that each day thereafter the 
manufacturer deposits $2,000 of checks 
on Missouri points, and that he also 
draws cash or issues checks for a like 
amount, $2,000, to local concerns. 
You can readily see that at the end 
of 3.6 days, and through- 
out the entire time he 








customer deposits. While 
such a charge is made by 
large banks in some 
cities, it has been until 
recently virtually over- 
looked in small and 
medium-sized banks. 
Every reader will 
doubtless agree that 
when he cashes or im- 
mediately credits a 
depositor’s account with 
a check on an out-of- 


of say $1,700. 


Demonstration of How the Metered Plan Works as 
Regards Activity on Deposit Tickets, Checks Against 
Customers’ Accounts, and Clearing House Checks 





Let us assume that John Brown has an average net 
balance in your bank for the 30 day period ending 
June 20th, (from May 21 to and including June 20), 
Under the Metered Plan as he is 
allowed one full transaction for each $10 of average 
balance, he has paid for 170 transactions with his 


bg i i balance. 
town point, it Is equiva- 
lent to lending that cus- Now let us assume that he issues......... 25 
tomer the ameunt of the deposit tickets—that he draws........ 110 
: checks against his account during that 

check for a_ period of period, and that he deposits in his 
anvwhere from three to account 200 checks on other banks in 

Gh . : your same city. Inasmuch as Clearing 
ten days, w ithout interest House items are charged for at one-half 
—to say nothing of the the charge made for deposit tickets and 
handling cost. It is just checks against own account, you would 
us reasonable for a depos- simply consider these 200 Clearing 
itor to expect the banker House items as equivalent to.......... 100 


to accept his note with- 
out interest, as it is for 
him to expect his out-of- 


transactions he paid for with his balance.. 170 
town check to be credited — : , ares 
. : KS eaving excess transactions of...... ae 
to him immediately, With a charge of............. .04 each 
without charge. canmiee 
$2.60 


HE time float chart 

provides that a mini- 
mum charge of six cents 
be made on all out-of- 
town checks deposited, 
which are under $100 in 
amount, and that on 
checks of $100 and up- 








transactions—this would make a total of. 


From this you would deduct the number of 


The clerk would simply make out a charge ticket for $2.60 and 
debit his account at the end of the month. 





Note—In addition to the above, the customer of course 
pays you the “Float Charge”’ on any out-of-town items he 
Ceposits with you. 
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235 transactions 


continues as a customer, 
and keeps up this prac- 
tice, he has a $7,200 
book balance, but in 
reality he has not a dime 
of collected funds on 
deposit. Yet from its 
own funds the bank must 
furnish the reserve of say 
15 per cent, or $1,080, 
and must handle, in addi- 
tion, all transactions en- 
tailing labor, postage, 
blank checks, deposit 
slips, etc. Do not over- 
look the further fact that 
on more distant points 
this float problem mag- 
nifies considerably. 

In the case cited the 
Springfield bank would 
have collected on_ the 
float alone at 6 per cent 
per annum, sixty cents 
per $1,000 or $1.20 a day 
on the $2,000 of Missouri 
transit items, which 
would be $31.20 per 
month of twenty-six 
business days, or a total 
of $374.40 a year, on 
this one account. 

Any banker can gain 
a good idea of the rev- 
enue his bank may 
expect from this metered 
plan by simply taking 
the time float chart, 














ward, the rate applies as 


provided in the float 
chart. In the case of out-of-town 
checks below $100, the minimum 


charge of six cents is designed to take 
care of the overhead and handling 
expense, as well as interest on float, or 
conversion charge (for converting the 
oul-of-town checks into immediately 
available funds). However, on out-of- 
town checks over $100 in amount there 
is no handling charge. This makes a 
good talking point when discussing the 
float plan with customers. 

Provision is also made on this chart 
for a charge at the rate of $1 per $1,000 
on items that are drawn on non-par 
points, in addition, of course, to the 
regular float charge, for exchange must 
be paid on these non-par items at the 
average rate of about $1 per $1,000 


Missouri, and deposits a $500 item on 
Kirksville, Missouri. The teller would 
simply glance at his chart and note 
that this item is outstanding in process 
of collection an average of exactly 3.6 
days before any benefit can be derived 
from the proceeds, and that 3.6 days 
at 6 per cent per annum is $.60 per 
$1,000, or at the rate of six cents per 
$100. He would, therefore, promptly 
inform his depositor that there is a 
conversion charge of thirty cents on this 
check, explaining to him in only a 
moment’s time, how it is computed. 
To further illustrate the float prob- 
lem, let us assume that a corporation 
moves into Springfield, Missouri, and 
opens an account in a local bank with 
$7.200 in currency. Let us assume that 


compiling the number ol 
accounts he has under. 
say, $100 at fifty cents each —the 
number of out-of-town checks under 
$100 at six cents each —the number and 
amount of out-of-town checks over 
$100 with the specific float charge 
thereon —the number of checks drawn 
against the customers’ accounts in 
excess of one for each $10 of monthly 
balance at four cents each —the number 
of local or clearing house checks 
deposited in excess of one for each $9 
of balance at two cents each, and add 
these charges for a period of ten days 
or a month. With these figures the 
annual gross revenue from this plan 
can be computed. 

I have in mind one bank in a mid- 
west town, where in the course of the 
past twenty years several other banks 


(Continued on page 22) 
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Exchange RESTRICTIONS 


A Barrier to the 
Resumption of 
Export Trade 


By ERIC J. PULTON 


(Written from Montreal, Canada) 


ANY people, and particularly 
M those connected with banks and 

other large-scale enterprises, 
will have been impressed by the large 
number of restrictions upon exchange 
transactions which have been intro- 
duced in almost every foreign country 
during the past eighteen months or so. 
Not a few will have been confused by 
the multiplicity of these regulations 
and will have wondered why their head 
offices will persist in supplying them 
with complicated and _ uninteresting 
information about places in such 
remote corners of the world. ‘“‘How,”’ 
they ask, ‘‘can the state of business in 
Angola, for instance, affect us? What 
are the meanings of all these strange 
terms and what is the reason for 
exchange transactions, anyway?” 

These are very pertinent questions, 
and the purpose of this article is to 
attempt to dispel a little of the fog 
surrounding matters of this nature 
and to make the subject a little more 
intelligible to the average man in a 
bank. 

Exchange restrictions are limitations, 
imposed upon the residents of a par- 
ticular country, on the transacting of 
business in the currencies of foreign 
countries. Attendant upon the imposi- 
tion of such restrictions is usually the 
establishment of an exchange control 
board, or commission. Upon this 
board is placed the onus of seeing that 
the regulations are duly carried out, 
and to which is granted powers, by 
the government, relative to the setting 
up of more regulations and the cancella- 
tion or amendment of existing ones, 
besides full control of the exchange 
situation. 

The purpose of placing restrictions 
on exchange transactions is to cut 
down a country’s imports and to 
encourage its own domestic trade — 
and consequently its export business. 

he primary economic law that exports 


must balance im- 
ports seems to have 
been lost sight of. 
It is quite impos- 
sible for every 
country to have a 
favorable trade bal- 
ance. One of the 
causesof the present 
state of world affairs 
is that every 
country is attempt- 
ing to increase its 
exports, but is not 
buying anything in 
return. They are 
all seeking to do 
this by means of 
an excess of tariffs 
and restrictions on 
foreign exchange 
business. It is with 
the latter that we 
are concerned at 
the moment. 


LFr us take, as an 
example,the case 
of the Argentine. Their exchange situ- 
ation is, broadly, similar to that of 
many countries throughout the whole 
of the world. At the time of writing, 
banks in the Argentine must make 
application to the exchange control 
board for exchange on all drafts 
(excepting documentary drafts for 
less than pesos 5,000, provided these 
do not cover the importation of 
luxuries or non-essentials). Exchange 
preference, we are told, is given to 
documentary collections covering the 
importation of raw materials and mer- 
chandise which is necessary for the 
economic development of the country. 

Now what does this imply? 

Firstly, it means that the Argentine, 
whose position, remember, is the same 
as numerous other countries, does not 
want to buy from abroad any more 





luxuries and non-essentials; that they 
wish to restrict their importations to 
articles which are strictly necessary 
to their country’s development and 
that they are not going to do business 
with other people unless they have 
got to. 

Secondly, it means that before 
importers in the Argentine can pay 
even for necessities, they have to ask 
the exchange control board for per- 
mission. (Some countries go further 
than that, and require that the 
importer obtain the control board’s 
sanction even before ordering the 
goods from abroad.) 

Suppose a manufacturer in Canada 
has, for the past several years, been 
cultivating a market for a certain 
commodity in the Argentine, and that 
his practice has been to ship his goods 


(Continued on page 25) 





The appointment of Representative 


Lewis Douglas of Arizona, ardent 
advocate of economy, as the new 
Director of the Budget has _ been 


° ° 


Leon Fraser of the United States has 
been elected President of the Bank for 
International Settlements to succeed 
G. W. MeGarrah when he retires in 
May. Mr. Fraser is forty-three years old. 


Keystone 


ce 

International 

interpreted as evidence of the new 
administration’s intention to reduce 
governmental expenditures. Only 
thirty-eight years old, Mr. Douglas 
has succeeded, in three terms in 
Congress, in establishing a reputation 
for courage and for great ability in 
pressing a cause. Though he comes 
from a wealthy family, he is known as 
a worker content to build his own 
personal record. Recently he has been 
engaged in Washington with Swagar 
Sherley of Kentucky and Daniel C. 
Roper of South Carolina, preparing a 
plan for governmental reorganization. 


| 
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William Church Osborn heads the 
new Realty Stabilization Corporation 
organized to strengthen the real estate 
mortgage situation in New York City. 
The new organization will have initial 
authorized capital assets of $10,000,000 
which has been subscribed by banks, 
trust companies, mortgage companies, 
banking houses and other real estate 
interests. 


International 


Bernard M. Baruch, former Chair- 
man of the War Industries Board, 
shaking hands with Senator Connelly 
during the Senate Finance Committee 
meeting in Washington, D. C., where 
Mr. Baruch outlined before the group 
a broad program for world economic 
recovery. 
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CAMERA: 


The First National Bank, Zanes- 
ville, Ohio’s oldest financial institution, 
celebrated its seventieth birthday on 
February 24, having been originally 
organized on that date in 1863. From 
a main street store room to the attrac- 
tive quarters shown is only part of its 
record. Frank T. Howard is President. 


It is doubtful if any President and 
his Secretary of the Treasury were 
ever pushed into their jobs with as 
great speed and forced to make 
momentous decisions with as _ little 
delay as Mr. Roosevelt and Mr. 
Woodin. That their pronouncements 
have started a train of events that is 
bringing a fundamental change in the 
business and economic outlook seems 


apparent. The appointment of Mr. 
Woodin (the o’s are pronounced as 
in woo) by Mr. Roosevelt came as a 
surprise to the business and financial 
world. It was not felt that a ‘““Wall 


Street’? man would be selected for the 
post, yet, in Mr. Woodin, the President 
has a man who has always represented 
big business, and who is highly re- 
garded in business and financial circles. 


International 


International 


James H. Perkins, formerly Presi- 
dent of the City Bank Farmers Trust 
Company, trust unit of the National 
City organization, has been elected 
Chairman of the Board of Directors 
of the National City Bank of New 
York, to succeed Charles E. Mitchell 
who resigned recently. Mr. Perkins 
has had an extensive business and 
banking experience, and was a 
Lieutenant Colonel in the War. 


¢ ¢ 


Here’s a picture of Melvin A. 
Traylor, President of the First Na- 
tional Bank of Chicago, taking the 
chair vacated by James Stuart, head 
of the company bearing his name, in 
the chambers of the Senate Banking 
Committee at Washington. 


International 
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The new amendments to the 


Bankruptcy Act 


by CHARLES R. ROSENBERG, Jr. 


MID the tumult of excitement 
A that surrounded him on the eve 
of his successor’s inauguration, 
President Hoover on March 3 approved 
an Act of Congress that, with the 
possible exception of direct and formal 
banking legislation, may prove to have 
a more profound effect, ultimately, on 
certain bank assets than any other so- 
called “‘economic relief’? laws thus far 
enacted. Certainly it will place many 
delinquent loans in an entirely different 
light. 

In form, these new laws reach the 
statute books as amendments to the 
National Bankruptcy Act of 1898. 
Avowedly, they provide for the relief 
of debtors, but unquestionably one of 
their effects in many cases in which 
they become operative, will be to 
encourage the ultimate liquidation of 
a great many debts now uncollectible. 
Because these new bankruptcy amend- 
ments hark back to President Hoover’s 
message of February 29, 1932, on the 
subject of strengthening procedure in 
the Federal Courts with particular 
reference to bankruptcy, they have 


been heralded as “sweeping bank- 
ruptcy reforms.” 
HE truth is that the new laws 


represent but fractional salvage out 
of the comprehensive Hoover recom- 
mendations and have no bearing on 
procedure or administration in formal 
bankruptcy cases. They are aimed 
primarily at those cases in which, in 
place of having his assets distributed 
in bankruptcy in the ordinary way, 
the debtor wants to make a settlement 
or needs time in which to “work it 
out.” They give the debtor an 
opportunity either of paying off his 
creditors at some fixed percentage of 
his total indebtedness —although this 
in itself is nothing particularly new — 
or of arranging for an extension of 
time in the nature of a moratorium, 
without being adjudicated a bankrupt. 
Substantially, they provide legal ma- 
chinery for the deflation or postpone- 
ment of debts under the protection of 
the Federal Courts. 

The significance of this new legisla- 
tion from the bank point of view is 
emphasized by the questions that have 


arisen whenever a delinquent loan has 
been up for consideration in recent 
months. Shall we proceed against 
whatever assets the borrower still has 
and take the chance of recovering little 
or nothing, bankers have been asking 








Summary of the New Amendments 


Individuals: 


Under the moratorium amendment the debtor, 
in addition to getting an extension of time, 
also knows that he is protected from inter- 
ference with his efforts by individual creditors. 


Railroads: 


The railroad amendment, briefly, provides a 


assets are subject to court supervision 
and protection, and one creditor cannot 
get ahead of the others by legal 
maneuvers. 

There has always existed in the 
Bankruptcy Act of 1898 (Section 12) 
a provision for what the 
law calls “‘composition.” 
Under this the bankrupt 
may offer his creditors a 
settlement at a fixed 
percentage of his debts. 
Upon this offer being 
agreed to by a majority 
of the creditors, the court 
confirms the  arrange- 
ment if satisfied that it 
is equitable. This proce- 
dure is retained in the 
new amendments for 


debtors, who, inciden- 
tally, are not necessarily 
bankrupts. 


procedure for the reorganization of any rail- 


road that is insolvent or unable to meet its 
Practically, any 
such reorganization plan will probably mean 
a revision downward of the capital structure 
It must, however, deal equi- 
tably with the rights of creditors and stock- 


obligations as they mature. 


of the railroad. 


holders. 


Farmers: 


A special section of the new law is devoted to 
They may, of course, proceed as 
individuals to invoke the protection of the 
Federal Courts in seeking adjustments with 
If fifteen farmers in the same 
county decide to avail themselves of the bene- 
fits and privileges of the new law, they may 
have a referee appointed to hear their cases. 


farmers. 


their creditors. 





themselves, or shall we go along with 
him in the hope that with business 
improvement he will ultimately pay? 
And if we go along with him —so runs 
the next question—what assurance 
have we that, in the meantime, some 
other creditor will not seize his assets 
and ruin him anyhow? The new 
bankruptcy amendments give a satis- 
factory answer to the latter question, 
at least. When the debtor gets a 
moratorium under the new law, his 


HE outstanding in- 

novation in the new 
amendments is the pro- 
vision for an extension 
of time for the debtor. 
This arrangement is also 
effected with the consent 
of a majority of the 
creditors. Before con- 
firmation by the Court, 
an opportunity is given 
to creditors to object to 
any proposed composi- 
tion or moratorium plan. 
The Court’s approval olf 
any composition or debt 
extension proposal de- 
pends principally upon 
whether, in the opinion 
of the court, it is to the 
best interests of all the 
creditors and is feasible, both with 
respect to the liquidation of the claims 
of creditors and with respect to the 
financial rehabilitation of the debtor. 
Where deemed advisable, the court 
may appoint a custodian or receiver to 
take charge of the debtor’s assets 
pending the outcome of the extension 
agreement. 

The law apparently contemplates 
wide latitude in the nature of the 
moratorium arrangements that may 
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The 
extension agreement may extend the 
time of payment of either secured or 
unsecured debts, or both. It may 
allow priority of payments during the 
extension period as between secured 
and unsecured creditors. Provision for 
payments on account during the mora- 
torium period may be made, and the 
creditors, if they so desire, may require 
supervision and control of the debtor’s 
business and affairs during the period 
of the moratorium. 


P,VERY bank has its quota, today, of 

customers teetering on the edge of 
bankruptcy, with consequent business 
oblivion. Yet those same customers, 
if given a chance to be relieved for a 
time from the crushing burden of 
existing debts without the devastating 
debacle of bankruptcy, would gladly 
carry on, with a strong probability 
that, given thus a new lease on business 
life, they would pull through success- 
fully both for their creditors and 
themselves. The moratorium amend- 
ment offers them that opportunity. 
Doubtless alert bankers, by pointing 
out the possibilities to customers 
whose predicaments have heretofore 
seemed hopeless, will be able to rescue 
many a business from failure. 

What this will mean in the long run 
in the collection of loans otherwise 
hopeless, is.inestimable. Under exist- 
ing conditions, bankruptcy or even the 
seizure and sale of a debtor’s assets 
by legal proceeding serve simply to 

















































































































ruin the debtor and yield but little to 
the creditors. Sometimes, too, the 
withholding of legal action has a dis- 
turbing effect on the debtor, for he 
lacks confidence to work for his own 
progress, realizing that at any moment 
his creditors may swoop down on 
anything he may acquire as a result of 
his efforts. Under the moratorium 
amendment the debtor, in addition 
to getting an extension of time, also 
knows that he is protected from inter- 
ference with his efforts by individual 
creditors. 

The futility, in many cases, of the 
ordinary legal processes for the en- 
forcement of creditors’ rights was 
most succinctly described in the Presi- 
dent’s special message on bankruptcy 
legislation delivered to Congress on 
January 11, 1933. 

“The process of forced liquidation,” 
the message said, “through foreclosure 
and bankruptcy sale of the assets of 
individual and corporate debtors, who 
through no fault of their own are 
unable in the present emergency to 
provide for the payment of their 
debts in the ordinary course as they 
mature, is utterly destructive of the 
interest of debtor and creditors alike, 
and if this process is allowed to take 
its usual course misery will be suffered 
by thousands without substantial gain 
to their creditors, who insist upon 
liquidation and foreclosure in the vain 
hope of collecting their claims. In the 


great majority of cases such liquidation 
under present conditions is so futile 





















































Thirteen 


re- 


and destructive that voluntary 
adjustments through the extension or 
composition of individual debts and 
the reorganization of corporations must 
be desirable to a large majority of the 
creditors.” 


ESPITE the President’s recom- 

mendations with respect to corpo- 
rate reorganizations, the law, as finally 
passed, applies only to individuals, so 
far as the composition and moratorium 
features are concerned. The Senate 
declined to concur in the House bill, 
which included a section for corporate 
reorganizations. 

Another feature of the new amend- 
ments is a_ provision 
relating to railroads 
which is of the utmost 
importance to banks 
holding railroad securities. 
The railroad amendment, 
briefly, provides a pro- 
cedure for the reorgani- 
zation of any railroad that 
is insolvent or unable to 
meet obligations as they 
mature. Railroad reorgan- 
ization under this new law 
contemplates any  pro- 
posal to modify or alter 
the rights of creditors. 
Practically, any such re- 
organization plan will 
probably mean a revision 
downward of the capital 
structure of the railroad. 
It must, however, deal 
equitably with the rights 
of creditors and_ stock- 
holders and be compatible 
with the public interest. 
The administration of such 



































reorganizations is placed 
by the new law under the 
joint jurisdiction of the 
Federal Courts and the 
Interstate Commerce 
Commission. 








t may 








Bankers familiar with 
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THE BURROUGHS 


A common sense view ot 


Foreclosed REAL KSTAT E 


By ARTHUR VAN VLISSINGEN, Jr. 


Most of the institutions which have a really 


substantial stake in foreclosures are taking a 


long-headed view. 


eventually conditions must get better. 


They are assuming that 


It fol- 


lows that the investor who holds on or at least 


holds out for a fair price will do better than 


the one who dumps his holdings.—The Author. 


nd 


‘TY would be pleasant if one could say 
of foreclosed real estate: “‘Here is 
a way to turn it quickly into cash 
by selling it to owners who will use it 


well and stabilize the real estate 
market.” Unfortunately, as in the 
oft-quoted remark about geometry, 


there is no royal road to disposing of 
foreclosed real estate in the present 
market. Those who think they have 
discovered a royal road—and there 
have been such—eventually discover 
they have been traveling a dead-end 
street. Then they must not only 
retrace their distance, but have also 
lost time and money meanwhile. 
Admittedly one may, by good luck, 
stumble upon a royal road if he has 
only one or two pieces of real estate of 
which he is the unwilling owner. 
Everybody has heard of the bank 
which was so lucky as to have a single 
farm, or a single city residence, fall 
into its hands, only to discover soon 
afterward a purchaser who really 
needed this particular bit of property 
and who was both able and willing to 
pay a fair price for it. But these 
mortgage holders are of the rare tribe 
which possesses the knack of falling 
into an ice-cold river and emerging 
with a pot of treasure. Such things do 
happen—but only often enough to 
prove exceptions to the common rule. 
A great many financial institutions 
which held mortgages have found an 
entirely different set of conditions. 


The mortgages were, let us say, well- 
made; if they were not well-made 
originally, then the eventual solution 
must involve sufficient loss to com- 
pensate for the earlier folly. But the 
bulk of the trouble today in the field 
of real estate loans is concerned with 
good loans made to good borrowers 
under conditions approved by reason- 
able and conservative business judg- 
ment. Through conditions unforeseen 
and unprecedented in the lifetime of the 
lenders, these loans became dis- 
tressed, defaulted, were eventu- 
ally foreclosed or else led to 
voluntary transfers of title. So 
we see thousands of banks, in- 
surance companies, trust com- 
panies, and others, today owning 
real property which they did 
not contemplate acquiring when 
they made the loans. 

This real estate is a poor sub- 
stitute for cash. Unwilling 
owners would gladly take some 
loss to turn it into cash. A 
good many of these owners have 
been doing just this, taking any 
loss necessary to make a sale. 
And therein lies one explanation of what 
is wrong with the real estate market 
today. Nobody can find a great deal 
of fault with the small investor, owner 
of a mortgage or two, who handles a 
foreclosed parcel in this fashion to meet 
his immediate needs. But it is not 
difficult to demonstrate the folly of 


this policy for any institution which 
holds a good deal of real estate paper. 

Suppose that a company or bank 
adopts the policy of pushing for sales 
at practically any price, just to be 
able to say that the property is sold. 
What is the effect? Simply this, that 
in the first place the sale at a distress 
price involves the immediate loss on 
this sale, and in the second place it so 
depreciates the value of other real 
estate in the vicinity that the market 
is thrown all out of kilter. Rents fall, 
equity owners find themselves unable 
to pay taxes and interest and principal 
prepayments, thus leading to further 
defaults and foreclosures. Every mort- 
gage man has seen this happen in 
particular neighborhoods, that an in- 
vestor dumped two pieces of property 
at a ridiculous price thinking to save 
his skin, and found within a year that 
he had to foreclose half a dozen 
mortgages nearby as the direct result 
of his shortsighted tactics. So he 
finds himself not only nursing his loss 
on the two below-market sales, but 
also he is worse off, threefold, than 


before he made the sales because now 
he holds six titles in the neighborhood 
instead of two. 





Most of the large investors, those 
institutions which have a really sub- 
stantial stake in this deplorable condi- 
tion of wholesale foreclosures, are 
taking a long-headed view. They are 
assuming —as must be assumed unless 
we admit the probability of an ovel- 
throw of our form of government and 
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economic order —that eventually con- 


» ditions must get better, as they always 
have in 


¥ every previous panic. If 
' things eventually improve, then it 
| follows that the investor who holds 


on or at least holds out for a fair price 
will do better than the one who dumps 
his holdings. Moreover, if the un- 
willing owners of foreclosed real estate 
present practically a united front 
against dumping, they help materially 
to stabilize the market both for them- 
selves and for the original owners who 
are still managing to make ends meet. 
Thus they minimize the foreclosures of 
the future, and speed the return of 
that fair time when they can dispose 
of what properties they have been 
forced to take over. 

But, do you say, how are you going 
to handle your properties to meet these 
rather idealistic standards? What are 
vou going to do for income on your 
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a recommendation, but for exactly 
what it is, a few facts about how fore- 
closed property is being handled in the 
way that brings a minimum of loss 
both of income and of principal. 

The first problem that presents itself 
when title has been taken to a piece of 
property — talking particularly of urban 
residential property —is clean-up and 
repairs. Physical clean-up, that is. 
It goes without saying that the new 
title holder must pay up back taxes, 
check up the insurance, and so on. 
But it is the usual experience that the 
former owner, either in his desperate 
struggle to meet his interest or in the 
lethargy following his realization that 
he could not retain ownership, has let 
the place go to the dogs. For instance, 
the lawn and yard have usually had no 
care for weeks or months. If a piece 
of plaster has fallen off the kitchen 
ceiling, he has done nothing about it. 





A striking example of just how far it is possible to go in rehabilitating a home was presented 
last year at the Detroit Building Congress. The old house, shown at the left, was chosen as the 


subject of the demonstration. 
and then rebuilt. 


It was moved to a public square, given a quarter turn around 
The view above shows the result achieved. This extreme case pictures 


the advantage of putting property in salable condition before placing it on the market 


money while it is tied up in foreclosed 
real estate? What can you show me 
that will be better than getting out 
from under, even at a loss? 


T would be possible to refer you for 
an answer to the men, at the home 
offices of a dozen large eastern insur- 
ance companies, who have charge of 
this set of problems for their com- 
panies. It would be possible to tell 
just what some one organization is 
doing, in its little corner of the coun- 
try, in handling these situations. 
Instead it seems best to attempt to 
pick out the best from the different 
Sets of experience that are being 
gathered all over the United States 
today, and to set this down here not as 


He has not painted or papered an 
inside wall since 1929. The roof may 
have a few leaks. Thus it goes, inside 
and out. 

Before this house and lot are put in 
good condition, they are anything but 
an asset. No self-respecting, desirable 
renter or purchaser will have anything 
to do with the property in this run- 
down stage. So, the day that the title 
is cleared —and earlier, if the former 
owner consents—is the time to swing 
in a clean-up crew. ‘Two or three 
laborers of no particular skill can 
accomplish wonders in even a half day. 
They can mow the lawn, trim the 
shrubbery, spade up the hard earth 
of flower- and shrub-beds, burn the 
trash, scrub the front and rear porches, 
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clear the ash heap out of the basement, 
shovel out the fallen plaster, remove 
the broken glass. Next come the 
mechanics who replace glass and 
plaster, redecorate—not expensively, 
but attractively —clear stopped drains, 
do the dozen and one things that make 
the house livable. Not all of these 
operations, of course, are usually 
required for one house. It is surprising 
how much can be done at an expense 
of $50 for a small place. This is not 
throwing good money after bad, for 
this outgo is necessary before the 
property is a potential asset. 


EXT comes the task of getting the 

property on the market. The best 
plan must be tailored to fit local condi- 
tions. In some cities the established 
real estate men are up-and-coming, 
are aggressive and alert enough to 
handle such properties successfully. 
In others, alas, they have succumbed 
to the idea that this is a terrible 
depression and nothing can be done 
about it. This view is not, of course, 
true. Real estate can be rented or 
sold in almost every community by 
the organization with enough 4umption 
to hunt out live prospects and with 
enough sales ability to convince these 
folks of the desirability of the prop- 
erties it offers. Every competent real 
estate organization is doing some busi- 
ness, however far this may fall short 
of the volume of the booming 20’s. 
Despite unemployment and the other 
handicaps with which we are familiar, 
there are people who have jobs, there 
are people with substantial savings 
accounts or hoarded currency, there 
are families moving to town or leaving 
rented houses because the landlord 
either cannot or will not make desired 
repairs. 

Some institutions with a considerable 
accumulation of foreclosed property 
are getting good results through local 
real estate men. Others have found 
it advisable to develop their own 
selling and renting departments. Still 
others have fostered new organizations 
which are specializing in handling fore- 
closed properties. The institution 
which has this problem must select the 
best method according to individual 
conditions. Any method is satisfac- 
tory if it gets results. And results are 
possible today, even though they may 
require a good deal of energy and 
ingenuity to bring about. 

Whether to rent or to sell depends 
once more upon local conditions. Even 
more, it depends upon what prospects 
can be found at the time of putting the 
property on the market. Every invol- 
untary owner prefers, of course, to 
sell the property and get his money 
out of it. This is not always possible 
promptly. When this is the situation, 
a desirable tenant is to be preferred to 
a vacant house. And as between a 


(Continued on page 28) 
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PROTECTION 


— after regular Banking hours 


by FRED B. BARTON 


r ee a certain hospital that 
has only one rule in fighting 
germs, which are a_hospital’s 

greatest enemies. That rule covers 

the use of soap, hot water, germicides, 
antiseptics and elbow grease. It is 
brief and telegraphic. 

“Nothing is clean enough that can 
be made any cleaner.” 

Ten words, no more, no less. 

Some banks likewise work on a ten- 
word program. “Nothing is. safe 
enough if it can be made any safer,” 
they say to themselves. And that rule 
likewise is all-inclusive for it permits 
the selection of the exact kind of 
protection for each problem, whatever 
that problem may be. 

So some banks operate. And the 
others? Well, maybe their attitude is 
that of a retailer in a small Ohio town 
who boasted, on my visit there a few 
years ago, that the entire town was 
burglar-proof. They had never had a 
holdup or a robbery! 

“Do you know why?” he queried. 
“It’s because this is a railroad junction 
point, with tracks in every direction. 
You can’t get out of town without 
being stopped by a train.” 

Well, trains are shorter and _ less 
frequent now, and I’m hoping the 
banks in that town aren’t trusting now 
to luck or precedent. There’s one 
law, you know, that has never been 
safely ignored. That law is the law 
of averages, and it says to you, in 
effect, ““So you’ve been lucky for years 
and years, have you? Well, just for 
that, your turn is next!” 


HIS is the law which, in a form of 
superstition, prompts a mother to 
knock on wood when she boasts that 
her children have escaped all the 
usual children’s diseases. It’s the law 
which inspired the prophet to say 
“Pride goeth before a fall.” Just when 
you relax your vigilance and boast a 
bit, something unfavorable happens. 
Mindful of this, several bankers on 
whom I called to ask questions 
reflected an earnest and humble atti- 
tude. They think they are doing 





THE BURROUGHS 


This is the second of two articles by Fred Barton 


on the subject of bank protection. 


Last month 


he discussed daylight holdups and robberies. In 


the following article he takes up the subject of 


protection from burglary. 


everything possible to make 
their banks immune from rob- 
beries and holdups, but they 
are still searching for weak 
points in their armor. They 
read the newspaper reports 
of other banks’ burglaries 
and ask “Could that happen 
to our bank?” 

In other words, they’re on 
their toes. They recognize that 
keeping a bank safe today is 
a 24-hour-a-day fight. 

There’s a sizable book 
called the Army Drill Regu- 
lations which is just a history 
of mistakes. As fast as any 
awkward or ignorant officer 
or man did something incor- 
rectly, they made a rule to 
guard against a repetition of 
that error. So it is with law. 








National 
ABOVE. This substantial installation of safety deposit 
boxes shows how one bank offers protection to the valu- 
ables of its customers. BELOW. An attractive 15-inch 
circular vault door with square architrave and duplicate 
square panel that forms a background 
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Interior of a deposit vault showing an 

inconspicuous listening device in the ceil- 

is device catches instantly any 
noise of tampering 





This is an unusually interesting picture of a 
; It is part of one bank’s pro- . si = 
— < agg sen nce a Remeey ee Two —— sheeting which gives off a 
oors, of the rectangular type, that are of the same size an . . 

They offer impressive resistance to the lethal gas if touched with 
effort of the bank burglar 


storage vault installation. 



















































































And so with medicine. When enough 
men die from any baffling disease the 
doctors eventually find the answer. 

That’s the way the fight between 
banks and burglars now is. Every 
time a bank gets broken into at night, 
it teaches other bankers something. 
One lesson even big city bankers have 
learned today is that, with gangsters 
operating in crews, a bank needs 
extraordinary precautions. 

“If we believed in luck, or location,” 
said the vice-president of a big New 
York bank, “‘we could get along with 
far less protection than we do. For 
instance, you’ve been downtown in 
New York at night. Wall Street is 
like a deserted village; there’s nobody 
around but night watchmen and special 
policemen. You couldn’t get in or 
out of a bank building without being 
detected. Most of our vaults too are 
subterranean, and you would need a 
truck and a derrick to take into the 
bank cutting equipment heavy enough 
to penetrate our vault walls 
and doors. 

**So we could almost say 
that a night robbery could 
never happen in downtown 
New York. But we don’t 
say that. What we do is 
to safeguard our routine 
operations with the most 
adequate protection we can 
get. Five armored trucks 
and a crew of guards 
supplement the automatic 
protection inside the bank. 
We have many safeguards 
so secret I would not even 
hint at them. We never 
know where the criminal 
world will strike next! 
Diebold “Besides the toughest 
steel we can get, we line 
our vaults with a special 


a blowtorch. Besides hav- 
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ing vault doors with thirty inches of 
solid steel we employ electric signals, 
if only to save time and annoyance. 
One of those vault doors costs, I 
believe, from $25,000 to $50,000. We 
know the average cracksman could not 
force his way through it, but he could 
scratch it up and cause us expense and 
trouble. So we surround that vault 
with devices that hear sounds and pick 
up impulses, send them to a central 
station, and bring a corps of guards 
before anything happens.” 

This same bank recently wired some 
of its branch vaults at a cost of about 
$700 apiece, believing that electricity 
could do all that a watchman could do 
and also “‘wouldn’t sleep.” 

I went through part of the defenses 
of this bank. It is literally what the 
vice-president called it —a fort. 


HEY showed me the control room. 

When a vault door is opened a light 
flashes on the panel-board. The junior 
officer opening the vault flashes a 
signal, in code, and the control room 
flashes back and gets an acknowledg- 
ment. If the signal is not returned, a 
couple of guards are on their way to 
find out what is wrong. 

Then the bank is honeycombed with 
burglar alarms of every kind. Drop 
a three-pound hammer on the floor 
near one of the vaults and an alarm 
condition is set up. Push any one of 
a dozen buttons around the bank and a 
signal is sent to the control room and to 
police headquarters. 

At night the watchman is followed 
on his rounds by an all-seeing eye, all the 
more effective because it is automatic. 
He makes his rounds in a predeter- 
mined way, ringing each box in order 
and in a stated time. If he does this, 
the signal builds up like the cog- 
wheels in a dial telephone and an O.K. 
signal is flashed to an outside office 
over special wires. If the watchman 
misses any boxes, or rings them in the 
wrong order, or is kidnapped or 
delayed in any way an automatic 
clutch cuts in and sounds the alarm. 

From the control office a series of 
microphones listen in on every one of 
four big vaults, all night long. The 
system is automatic. It listens in on 
one vault for sixty seconds, and then 
switches to the next, then the next. 
Since the air inside a vault is station- 
ary, the slightest sound becomes 
tremendous. Sound travels swiftly 
through that dead air, as does a sound 
through water—as every swimmer 
knows. 

This is a tremendous development. 
Let a bank expert explain it briefly, as 
he did to me. 

“It used to be that a bank sur- 
rounded its vault with a network of 
wires,” he said. ‘“Then if a drill went 
through, it contacted a pair of wires 
and sent in an alarm. It wasa beautiful 


(Continued on page 27) 
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FROM A BUSY DESK e by Hy. W. Sanders 














HERE are few, if any, banks 
today that do not have problem 
loans. One very successful credit 
executive writes that he handles these 
by a sort of debate method. In the 
first place he takes the loan away from 
the officer who had been handling it, 
and gives it to another. 





for customers of the bank. She 
said she was a customer—had kept 
her money in a safe deposit box 
there for the last two years. 


e = 


A Los ANGELEs bank with a number 
of city branches tackled 





He has several younger 
men who are specializing 
in analyzing these loans. 
After the new officer has 
studied the loan from 
all angles and made such 
investigation as seems 
desirable, the two officers 
and the executive have 
a session. The general 
attitude of the officer 
who originally handled 
the loan is expected to 
be that he will defend 
it, the other that he will 
attack it. The executive 
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vigorously the problem 
of account analysis and 
charge but found that 
the regular staffs of the 
branches did not func- 
tion well in doing the 
actual work. So they 
organized a_ sort of 
“flying squadron” con- 
sisting of two men with 
an assistant cashier in 
charge, who specialized 
in this work. They visit 
the branches in turn, 
examine the ledgers and 
make test analyses of all 








is judge. Out of this 
sort of debate there is 
certain to come a thorough threshing 
of every point of view. It is something 
like a trial, with advocates for both 
sides, and usually ends in a definite 
policy with respect to the loan. 


° ° 


CoLonet Ayres points out the amaz- 
ing fact that last year 10 per cent of 
all the steel produced in this country 
was used to make “tin” cans. For 
many decades the railroads were the 
best buyers of steel and in some years 
took a third of the entire output. Last 
year less steel was used in railroads 
than in cans. These are the sort of 
facts that make us feel that some 
turning point in the present depression 
is absolutely inevitable. 


e e 


First prize for unconscious humor 
goes to the “Bulletin of the American 
Institute of Banking.” In an article 
on taxation it shows a_ thumb-nail 
sketch of a taxpayer literally crushed 
beneath an enormous bag of money 
labeled “‘taxes.”” Underneath is the 
gentle caption: “A Heavy and Grow- 
ing Burden!” 


° 


Tecunocracy—the 1933 variation of 


miniature golf. 
+ + 


cash an 
She was informed that 
would collect it for her, 
checks were only cashed 


A Lapy wished to 
town check. 
the bank 
but that 


out-of- 


accounts that seem to be 
unprofitable. A charge 
is fixed and the branch manager has 
the duty of interviewing the customer 
and requesting payment. Through the 
complete evidence that is thus obtained 
it is seldom that a customer cannot be 
convinced of the equity of the charge. 


7 


A vrrust officer writes that when he 
is interviewing a prospect for trust 
service, he is always careful to explain 
exactly what would happen if the bank 
were to fail —that the trust department 
is safeguarded by a complete segrega- 
tion of its assets from those of the 
bank, together with a deposit of 
securities with the state officials to 
secure faithful performance of fiduciary 
duties. He says that it used always to 
be the policy to “soft-pedal’’ such 
disagreeable matters, but that of late 
he had found that the customer had 
them in mind, and was more effectively 
reassured when the banker took the 
initiative in discussing them. 
. * 


Many small banks have a difficult 
time in getting their income tax 
returns prepared. Yet it is not by any 
means difficult to set up the general 
books in such a way that the classifica- 
tions of income are automatically 
made. The requirements of income 
tax returns, and also of the Comp- 
troller’s Report on Earnings and Ex- 
penses can be easily met by setting 
up the following accounts on the in- 
come side: (1) Interest received on 
deposits with other banks, (2) Other 





interest received, (3) Interest received 
from United States Government Bonds, 
(4) Interest received from Municipal, 
Federal Farm Bonds and other tax- 
exempt securities, (5) Interest on all! 
other bonds and securities. 


° ° 


Cuartes D. HaAmeL, addressing the 
Eastern Regional Conference of Bank 
Auditors and Comptrollers last Octo- 


ber said this complimentary thing 
about them: ‘In a curious desire to 
know what a good comptroller is 


supposed to accomplish, I have con- 
sulted some books, and from these 
expositions it is difficult to imagine 
what use there may be for other officers 
in your institutions.” 


° ° 


An interesting legal problem. A 
certificate of deposit is payable to a 
lady who endorses it to her sister. 
The payee dies and the sister presents 
the certificate. Is the bank justified 
in paying it to the sister? 


° « 


An interesting tribute to the A. I. B. 
is contained in Dr. Harold Stonier’s 
address before the International Con- 
gress on Commercial Education in 
London last fall. He pointed out that. 
though there were 231 Chapters with 
hundreds of classrooms and some 
1,500 instructors, “‘In the entire organ- 
ization of over 65,000 people there are 
not over twenty full-time paid execu- 
tives. The success of the Institute 
has been due in large measure to 
the administrative ability of young 
bankers.’ He might have added that to 
the ability mentioned was joined an 
enthusiasm and devotion for the 
organization and its purposes which 
make an unbeatable combination. 


S 


Just what high office in the Institute 
means is disclosed by W. J. Evans ol 
Dallas who thus summed up his 
experience as its National President: 
‘Attending from four to eighty annual 
chapter banquets, three Institute 
Conventions, three American Bankers 
Association Conventions, three Mid- 
winter Meetings of Executive Council 
A. 1. B., three ditto A. B. A., and three 
of the Administrative Council, A. B. A. 
making a widow and orphans of one’s 
wife and children over a period 0! 
three years, and by desperate efforts 
hiding the same old banquet speech 
under a hundred varying disguises 
and titles.” 
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SHIP 


for Bank Guards 


by WILLIAM H. HARDING 


Cashier, First National Bank, Lake Forest, Illinois, and Chairman, 


F you can remember the first time 

you went on a_ duck-shooting 

expedition, you recall poignantly 
the difference between trying to hit a 
stationary target and a target in full 
light. But when you were initiated 
in this sport, you had the advantage 
of a shotgun —which is an advantage 
not given the bank guard who must 
pick off a vital point on a rapidly 
moving automobile which is bearing 
robbers and treasure away. 

We thought of that difference in our 
own planning for protection of our 
member banks. We had, in fact, a 
little experience with it. And | 
suppose that I might just as well come 
out and admit that despite all of our 
earlier official target practice, our bank 
guards have not been too successful in 
‘topping the fleeing crooks. 

So we decided to do something about 
i. The result is a new method of 
largel practice, a method which gives 
the guards real experience under 
‘onditions as closely similar to the real 
thing as any we could devise. Best of 
ill, we did it at an expense which is 
Well within the means of any federa- 
ton in the country. 

We had built a silhouette of an 
tulomobile, life size. It is made of 


Lake County Bankers Federation 


plywood, and is mounted on skids so 
that it can be towed. The contraption 
is accompanied by some 700 feet of 
light rope, and a set of pulleys. The 
whole device cost less than $50, and 
could be duplicated at this price by 
any county group. All that is further 
required for its operation is an auto- 
mobile, which the chairman of the 
protective committee is privileged ex 
officio to provide. The man who in- 
vented this target also holds this job 
in our federation, Frank N. Hamlin, 
president of the Lake Villa Trust and 
Savings Bank. 

The rope is so rigged that the tow- 
car is actually behind the marksmen, 
and they cannot see it start and stop. 
The dummy silhouette is thus indi- 
rectly towed across a space about a 
half-block long. At each end of the 
course is a large signboard which 
masks the movement of the target. 
The guard who is to shoot stands in 
readiness, and without any warning 
he has a chance to shoot at the auto- 
mobile while it gains speed from almost 
a standing start to the full speed of a 


powerful car picking up over this 
distance. When it passes behind the 
second signboard he has had _ his 


chance, and his score depends on what 


he has done in the few intervening 
seconds. 

The target bears six spot targets, 
which are the points where a well- 
placed shot will have some real effect 
on a moving automobile. These are 
the two tires, the radiator, the motor, 
the driver, and the rear-seat passengers. 
Each spot target has its scoring value, 
but a second shot placed in the same 
spot counts only half —on the assump- 
tion that after the radiator has been 
pierced once, for instance, it will do 
less good to pierce it again. On the 
other hand, it is more valuable to hit 
the driver than the motor. 


HE guard stands about fifty yards 

from the middle point of the line of 
flight. His object is to place each of 
his five shots in a different vital spot 
of the dummy automobile. As an 
added hazard, two silhouetted dummies 
stand in the line of fire, and if the guard 
hits either of them it penalizes his 
score. ‘The target always moves from 
right to left, but since he cannot see 
maneuvers of the towcar behind him, 
he is not forewarned. 

We have had some highly satisfac- 
tory results from this target. Where 
formerly our sixty-one county guards 
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were not too interested in coming to 
the range and potting at bull’s-eye 
targets, they now come frequently 
because this moving target gives 
shooting that is a lot of fun. It used 
to be a problem to turn them out to 
our two annual shoots. Now, things 
have changed. The men in charge of 
practice are kept busy during most of 
their week-ends. 


HE marksmanship of the county’s 

bank guards is steadily, in some 
instances rapidly, improving. One 
guard, a man from Zion, Illinois, at 
the last practice placed four out of 
five shots in the driver’s seat circle. 
Others have repeatedly placed four 
out of five in four circles. ‘“Five- 
strikes” are rare, but they do happen. 
The ability of all the guards to hit 


where they aim —and, of course, their 
knowledge of just what to aim at —is 
increasing noticeably. 


"THE device is of simple construction. 

It is cut out of three-ply wood veneer 
board and attached to a framework of 
two-by-fours. This in turn is mounted 
on skids long enough and set far 
enough apart to avoid tipping over 
while it is in rapid motion. The tow 
rope is attached to the front and rear 
of the dummy target car and to the 
front and rear of the towcar. Four 
pulleys are fastened at the four corners 
of a plot of ground. Thus the rope is 
always taut, for it encircles the area 
containing the marksman, the tow- 
car’s runway, and the target’s run- 
way. This is essential, for otherwise 
the tightening of the rope would be 
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ample warning to the marksman. The 
towcar, behind the rifleman, is out of 
his sight and also out of his line of fire. 
When the dummy car has finished its 
dash across the narrow strip, any bullet 
holes in the spot targets and in the 
dummy pedestrians are patched up, 
then the target is backed up across the 
runway. The screening signboards 
and the pedestrians are made of the 
same sort of material, light enough 
to be easily handled but not, of course, 
on skids. 

Not only do the guards come out for 
rifle practice, but also the bankers 
come out for revolver practice against 
this target. And so greatly is our whole 
protective organization’s marksman- 
ship improved that we believe the next 
robbers who visit our county are 
going to be carried back home in boxes. 


The New Administration and Bank Legislation 


Senate in January, a lengthy document 
of fifty-five printed pages, differed in 
only a few respects from the measure 
as reported from the Senate banking 
and currency committee a year ago. 


AS in the original committee draft 
the bill provided for greater control 
over speculative credit, a larger meas- 
ure of safety to depositors, a federal 
liquidating corporation to take over 
or make loans on assets of closed banks, 
supervision of group banking and an 
extension of branch banking. 

To break the filibuster and obtain 
passage of the bill Senator Glass con- 
sented to the adoption of an amend- 
ment substantially restricting the 
branch banking privileges proposed in 
the original bill. He also accepted an 
amendment for the separation of 
security affiliates from banks at the end 
of five instead of three years. These 
were the chief changes in the bill in 
the Senate. Senator Glass success- 
fully resisted efforts to amend the bill 
to allow banks to retain’ security 
affiliates permanently under strict 
supervision and to change it otherwise 
to be in more complete harmony with 
the desires of banking interests. The 
bill as passed by the Senate was much 
more satisfactory to bankers than it 
was before being amended by the 
Senate banking and currency commit- 
tee last year but it still retained a few 
objectionable features. Among these 
objectionable features, which will be 
the subject of further discussion in the 
new Congress, were the sections relat- 
ing to affiliates, these dealing with bank 
investments, infringements upon char- 
ter rights of state banks and a require- 
ment that member banks of the 
Federal Reserve System pay an assess- 


(Continued from page 5) 


ment for the liquidating corporation. 

The original bill provided for state- 
wide branch banking by national banks 
without regard to state laws and per- 
mitted under special conditions the 
location of branches across state lines 
to a distance of fifty miles. 

Under the amended provision state- 
wide branch banking was allowed only 
in states which expressly authorize the 
establishment of branches by state 
banks. There are only nine of these 
states. They are Arizona, California, 
Delaware, Maryland, North Carolina, 
Rhode Island, South Carolina, Ver- 
mont and Virginia. 

The Senate was unwilling to accept 
a broader amendment which would 
have allowed state-wide branch bank- 
ing in states which do not specifically 
prohibit branch banking by state 
banks. There are sixteen states which 
permit branch banking within limited 
areas and five states which have no 
legislation on the subject. Eighteen 
states prohibit branch banking. 

The text of the branch bank section 
of the bill as passed by the Senate in 
January follows: 

*“A national banking association 
may with the approval of the comp- 
troller of the currency establish and 
operate new branches within the limits 
of the city, town, or village, or at any 
point within the state in which said 
association is situated, if such estab- 
lishment and operation are at the time 
expressly authorized to state banks 
by the law of the state in question 
and subject to the restrictions as to 
location imposed by the law of the 
state on state banks. No such associ- 
ation shall establish a branch outside 
of the city, town, or village in which it 
is situated unless it has a paid-in and 


unimpaired capital stock of not less 
than $500,000: Provided, That in 
states with a population of less than 
one million, and which have no cities 
located therein with a _ population 
exceeding one hundred thousand, the 
capital shall be not less than $250,000.” 

The bill also provided that “the 
aggregate capital of every national 
banking association and its branches 
shall at no time be less than the 
aggregate minimum capital required 
by law for the establishment of an 
equal number of national banking 
associations situated in the various 
places where such association and its 
branches are situated.” 


‘THE bill as passed provided for con- 
trol of holding companies of group 
systems by requiring voting permits 
for companies holding stock in national 
banks, the permits making it necessary 
for them to consent to supervision. 
This section was satisfactory to the 
spokesmen for the group systems. 
The controversy over security affili- 
ates is between those who favor the 
Glass bill provision for separation 
from banks at the end of five years 
with strict supervision in the meantime 
and those who believe that the 
affiliates perform a useful function 
and should be retained permanently. 
The Democratic platform declared for 
separation while the Republican plat- 
form favored supervision while giving 
further study to the problem. Presi 
dent Roosevelt stands with Senator 
Glass for complete separation al 
some future date while the American 
Bankers Association believes that the 
security affiliates are needed to dis 
tribute security issues of the national. 
state and municipal governments 4% 
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Annual Statements December 31, 1932 


THE TRAVELERS 


Hartford, Connecticut 


L. EDMUND ZACHER, PRESIDENT 





THE TRAVELERS INSURANCE COMPANY 
[| Sixty-ninth Annual Statement | 








ASSETS 
United States Government Bonds $80,545 ,615.00 
Other Public Bonds... 88,947 ,727.00 
Railroad Bonds and Stocks 76,551,628.00 
Public Utility Bondsand Stocks 70,477,391.00 


Other Bonds and Stocks 48,065 ,758.00 
First Mortgage Loans . 108,028 ,112.12 
Real Estate . 26,994,694.03 


Loans on Company’s policies . 122,310,510.97 
Cash on hand and in Banks 15,086,001.79 





Interest accrued. 10,287 ,629.67 
Premiums due and deferred 26,498 ,431.14 
All Other Assets : 699,026.59 

TOTAL. « lw se Ce ee 





RESERVES AND ALL OTHER LIABILITIES 


Life Insurance Reserves . $559,335,165.47 
Accident and Health Insurance 
Reserves . 9 475,162.90 


Workmen’s Compensation and 
Liability Insurance Reserves 46,287,060.93 


Reserve for Taxes . — 3,211,402.49 
Other Reserves and Liabilities. | 2,226,312.35 
Contingency Reserve . 7,778,318.00 


Special Reserve 8,039,233.50 








Capital .. $20,000,000.00 
Surplus... 18,139,869.67 
38,139,869.67 
Teovat . «+ « »« »+—=eeeeeeee 








THE TRAVELERS INDEMNITY COMPANY 
[ Twenty-seventh Annual Statement | 








ASSETS 
United StatesGovernment Bonds $1,714,490.00 
Other Public Bonds : 2,209 276. 00 
Railroad Bonds and Stocks 2 948, 119.00 


Public Utility Bonds and Stocks 1,623,800.00 
Other Bonds and Stocks 7,596,208.00 
First Mortgage Loans... 312,500.00 
Cash on hand and in Banks 1,769,200.15 
PremiumsinCourseofCollection 1,851,561.33 





Interest accrued .. ; 95,193.46 
All Other Assets . . . . 87.00 
TOTAL . . . « + » gelesen 





RESERVES AND ALL OTHER LIABILITIES 
Unearned Premium and Claim 








Reserves . $8,166,961.76 
Reserves for Taxes . 353,189.10 
Other Reserves and Liabilities. 541,808.19 
Contingency Reserve . 1,627,399.00 
Special Reserve ee ee ee 2,141,968.99 
Capital . .  .$3,000,000.00 
Surplus . . . 4,289,107.90 

7,289,107.90 
Tota, . . . . .. . $20,120,434.94 








THE TRAVELERS FIRE INSURANCE COMPANY 
| Ninth Annual Statement | 








ASSETS 
United States Government Bonds $3,024,544.00 
Other Public Bonds. ; 1,228,174.00 
Railroad Bonds and Stocks 2,469,173.00 


Public Utility Bondsand Stocks 4,170,681.00 
Other Bonds and Stocks 1.647,414.00 
First Mortgage Loans... 250,000.00 
Cash on hand and in Banks . 1,907,045.29 
Premiumsin Courseof Collection 1,229,437.36 





Interest accrued 111,071.53 
All Other Assets ' 17,046.30 
Torar. . . . .  . $16,054,586.48 





RESERVES AND ALL OTHER LIABILITIES 
Unearned Premium and Claim 








Reserves . ; . $10,266,136.84 
Reserves for Taxes . . 254,309.98 
Other Reserves and Liabilities. 33,724.36 
Contingency Reserve . 893,292.00 
Special Reserve . . . .  1,059,013.12 
Capital . .  .$2,000,000.00 
Surplus . . . 1,548,110.18 

3,548,110.18 
Tota, . . . . . . $16,054,586.48 








MORAL: Insure in THE TRAVELERS 


All forms of life, casualty and fire insurance and annuities are available in The Travelers, furnishing 


comprehensive insurance service to individuals, 


families and business firms and corporations. 


LIFE - ACCIDENT - AUTOMOBILE - BURGLARY -: FIRE - LIABILITY - GROUP - COMPENSATION - PLATE GLASS 
STEAM BOILER - WINDSTORM - AIRCRAFT . MACHINERY -: INLAND MARINE 








In writing to advertisers please mention The Burroughs Clearing House 
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well as of the industries of the country. 
Recent testimony in the stock market 
investigation of the Senate banking 
and currency committee has tended to 
make Senator Glass and his associates 
more insistent that complete separa- 
tion be required. 

The only entirely new section in- 
serted in the Glass bill on the floor of 
the Senate was one prohibiting member 
banks of the Federal Reserve System 
from making loans to their executive 
officers. If any executive officer of a 
member bank shall obtain a loan from 
another member bank he must make a 
written report of it to the chairman of 
the board of the bank of which he is an 
officer. A similar report must be made 
if a close relative of an executive 
officer obtains a loan from his bank. 
Heavy penalties were provided for 
violations of the section. 


HE bill retained provisions restrict- 

ing loans to affiliates, restricting 
banks in making investments in cor- 
porations holding bank premises, pro- 
hibiting banks from dealing in invest- 
ment securities except upon the order 
of others and limiting holdings of single 
issues of investment securities. 

In spite of the objection of bankers 
the Senate approved in the Glass bill 
the proposed set-up for a_ federal 
liquidating corporation under which 
member banks would subscribe one- 
fourth of 1 per cent of their time and 
demand deposits to its capital stock 
with the Federal Reserve banks sub- 
scribing one-fourth of their surplus as 
of July 1, 1932, and the Treasury 
subscribing only $125,000,000 instead 


of bearing the entire burden. An 
amendment was made under which the 
Treasury would be entitled to dividends 
on its stock to the same extent as 
member banks. 

The corporation would be under con- 
trol of a board of directors consisting 
of the comptroller of the currency, one 
member of the Federal Reserve Board 
and three selected by the governors 
of the Federal Reserve banks. Re- 
ceivers or liquidators of member banks 
which have become insolvent might 
offer the assets to the corporation for 
sale or as security for loans with a view 
to facilitating payments to depositors. 
The corporation’s funds, including 
debentures equal to twice the amount 
of the capital stock, would amount to 
about $800,000,000. 

Provisions of the bill relating to the 
use of speculative credit included 
increased authority by the Federal 
Reserve banks over member banks, 
such as the power to suspend banks for 
diverting funds to speculation. One 
section would make it possible to 
deprive a member bank of the privilege 
of obtaining fifteen-day advances on 
the security of government bonds from 
Reserve banks if the bank despite a 
warning increases its collateral loans. 

The bill eliminated the Secretary of 
the Treasury from ex-officio member- 
ship on the Federal Reserve Board, 
legalized a federal open market com- 
mittee which already exists without 
specific authority of law, gave broader 
powers to the Federal Reserve Board 
including control over relations with 
foreign central banks, increased mini- 
mum requirements for capital stock 
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of national banks and gave authority 
to the Federal Reserve Board to 
remove officers or directors of banks 
who persist in bad practices after being 
warned not to do so. ~ 

The Steagall bank deposit guaranty 
bill had points of similarity which made 


it logical from its sponsors’ viewpoint | 


that it should be considered with the 
Glass bill. It created a guaranty fund 
and set up machinery for handling it 
in a manner comparable to the 
liquidating corporation plan of the 
Glass bill. It also contained other 
amendments to banking laws, includ- 
ing an increase in minimum capital 
requirements for national banks. 


UNDER the Steagall bill about a bil- 

lion dollars would be available for a 
guaranty fund, half of it being obtained 
through credit from the Reconstruction 
Finance Corporation. Of the initial 
funds available $150,000,000 would 
come from the Treasury, $150,000,000 
from the surplus of Federal Reserve 
banks and $100,000,000 annually from 


_— 





member banks of the Federal Reserve | 


System. Refunds would be made to 
member banks whenever the total from 
these three sources exceeded $500,- 
000,000. 

The liquidating board in charge of 
the fund would be composed of the 
Secretary of the Treasury, the comp- 
troller of the currency and_ three 
citizens appointed by the President. 
Under the direction of this _ board 
depositors in member banks of the 
Federal Reserve System which close 
their doors would be paid in full in 
installments over a period of months. 


Metered Charges for Bank Service 


were unable lo attain success. Finally, 
this bank agreed to install our metered 
service plan. Last year the bank, with 
deposits of about $350,000 from normal! 
operations, had a net profit of $4,000. 
At the same lime the bank collected a 
total of $5,000 from service charges, 
so that it wound up the year with a 
net profit of $9,000 instead of $4,000 
and the directors very promptly pro- 
ceeded to charge olf frozen loans which 
were hang-overs inherited from a 
previous management, and also gave 
the cashier a much-deserved increase 
in salary. 


SEVERAL bankers in small towns 
“have simply posted the charts in each 
teller’s cage, and immediately started 
charging on float without any pre- 
liminary notices to their customers. 
They were having no difficulty, they 
said, in explaining the charges at the 
window. 

Experience has shown that deposi- 
tors will readily understand the /loat 


(Continued from page 8) 


or conversion charge after it has been 
explained to them, and willingly allow 
the small charge to be deducted once 
they comprehend the justice of the 
charge. 

The folder describing the metered 
plan also provides that not over 3 
per cent interest shall be paid on sav- 
ings and certificates of deposit. 
Interior banks too long have continued 
to pay high rates for deposits. Most 
of them have realized their mistake 
and yet have hesitated to act for fear 
of loss of deposits. Forced to accept 
constantly lowered rates on his invest- 
ments, it is unsound and foolhardy 
for any banker to continue high rates 
to customers. 

A note charge of $1 is advised for 


each note discounted, regardless of 
size and regardless of whether it 


represents a new loan or is a renewal 
in whole or in part of a previous loan. 

In checking accounts in the small 
interior bank, if the average daily 
balance for any month is less than $100, 


a charge of fifty cents is recommended, 
provided that no more than five checks 
are drawn. If more than five checks 
are drawn, each is charged at the rate 
of four cents, above the free allowance. 
This minimum balance charge to be 
increased for larger banks in larger 
cities, such as—a charge of fifty cents 
on balances below $300, $1 below $200, 
and $1.50 below $100. 


ET us consider the activity charge, 
which allows the depositor to 
issue one deposit ticket or draw one 
check against his account for each $10 
of average balance the previous month. 
and which assesses four cents for each 
deposit ticket or check drawn in excess 
of that number. In towns where there 
are two or more banks this plan also 
permits the customer to deposit one 
local or clearing house check on a bank 
in the same city for each $5 of balance 
the previous month, assessing him two 
cents for each such local check de- 
posited in excess of that number. This 
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charge is in addition to the flat 
minimum balance charge. 

The minimum balance charge is the 
ready-to-serve charge for the overhead 
expense. To show the justice of this 
charge, the interest on the $8 of each 
$10 of deposit (after allowing 20 
per cent for reserves and cash on 
hand) at a maximum of 6 per cent 
is four cents a month. The average 
overhead and handling expense on a 
deposit ticket or check against the 
customer’s account is four cents —so 
by allowing a customer to draw one 
check for each $10 of balance the bank 
will be getting only its overhead, 
stationery and other expense —pro- 
viding he is able to employ his funds 
at that high rate. 

Included in this metered charge plan 
is a flat schedule of thirty-two other 
charges for various other services 
throughout the bank, some of which 
are: N.S. F. checks returned, col- 
lections of coupons, transfer of funds 
by wire, purchase or sale of stocks and 
bonds, safekeeping, notary, collections, 
overdrafts, printed checks and other 
supplies, cashier’s checks, exchange, 
frequent withdrawals in small savings 
accounts, postage, insurance and sur- 
charge on bonds left for collection 
or exchange, etc. 


T will be seen that by providing a 

complete set of miscellaneous flat 
charges for various services throughout 
the bank, and by placing the three 
checking account activities, i.e.; 
deposit tickets and checks against 
accounts, checks deposited on other 
banks in the same city, and by charg- 
ing for float on transit checks all the 
leaks in every account are auto- 
matically caught and every account 
pays its own way. Furthermore, this 
complete metered plan _ eliminates 
about 90 per cent of the detail work 
involved in most methods now in 
use. 

It is recommended that a group of 
banks take concerted action, whenever 
possible, adopting the complete plan 
at one time, instead of putting charges 
into effect piecemeal. However, if 
neighbor banks take too long to make 
up their minds about installing charges, 
the single bank should not lose courage, 
lor hundreds of banks have success- 
tully installed charges without unity 
of action, and without loss of any but 
some small unprofitable accounts. 

Experience has shown that while a 
bank may lose a number of accounts 
With insignificant balances, that this 
loss in deposits is generally more than 
offset by the increase in other small 
accounts, which increase in size to 
eliminate the minimum balance and 
activity charges, and to maintain it on 
a self-sustaining basis. Furthermore, 
Over a period of time the bank will 
gain in prestige, and will attract 

(Continued on page 32) 
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FZ Save? days 
out of 4in your 
California seradings 


California transactions requiring four days’ collection 
time through ordinary channels are usually completed 
in two days va the night-and-day transit service and 
the direct-routing facilities of Bank of America. 

These facilities are statewide through 410 branches 
of Bank of America. They reach into 243 California 
banking communities. 
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As a result, Bank of America clients invariably save 
time in their California volume and enjoy a more 
rapid turnover of capital. 


BANK of AMERICA 


NATIONAL TRUST & SAVINGS ASSOCIATION 
CALIFORNIA 


Head Offices in San Francisco 
and Los Angeles—the two 
Federal Reserve cities 


Bank of America National Trust & Savings 
Association, @ National Bank, and Bank 
of America, a California State Bank, are 
identical in ownership and management 
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CANADIAN NOTES and COMMENT 





FEWER BRANCHES 


There were 3,778 branches of char- 
tered banks in operation in Canada at 
the end of the year (December 31, 
1932) as against 3,972 on December 
31, 1931, according to statistics for 
1932 whieh are now available. This 
represents a decrease of 194 offices for 
the year and places the branch total 
back at about the same level as in 1926. 

An analysis of the statistics by 
provinces shows that the closings are 
pretty well divided between eastern 
and western Canada. 
forty-eight branches, Quebec forty- 
four, the three prairie provinces eighty- 
one and British Columbia twenty. 
A feature of the record is the showing 
made by the Maritime provinces of 
Nova Scotia, New Brunswick and 
Prince Edward Island. One office was 
discontinued in New Brunswick, this 
respresenting the only closing in the 
three provinces which indicates to some 
extent the stability of maritime busi- 
ness in a year of severe depression. 
Newfoundland, where Canadian banks 
operate twenty-five branches, also 
made an excellent showing, the ancient 
colony completing the year with one 
less in the branch total. The Yukon 
territory appeared unaffected by busi- 
ness decline retaining its four offices. 
Thirteen branches of Canadian banks 
located in other countries were dis- 
continued during the year bringing the 
total of branches operated outside of 
the Dominion and Newfoundland down 
to 140. 

While many of the Canadian 
branches were closed on account of 
shrinkage in business due to _ the 
depression, there is no doubt that the 
sharp increase in corporation taxes in 
some of the provinces snuffed out 
experimental branches which were 
being carried by head offices until 
conditions improved. In every case 
where a branch was closed, the busi- 
ness was transferred to the nearest 
branch of the bank or in the case of a 
competitive point to another bank in 
the same town with little or no dis- 
turbance in the service to depositors. 
Following is a table showing the 
number and location of branches of 
the Canadian chartered banks as at 


December 31, 1932, and the corre- 
sponding period in 1931: 

Dec. 1932 Dee. 1931 
Ontario... 1,353 1,401 
Quebec.... 1,132 1,176 
Nova Scotia. 138 138 
New Brunswick 100 101 
A Ss ae 28 28 
Manitoba.... 202 222 
Alberta... 252 278 


Ontario lost 





by G. A. G. 











Saskatchewan............ 360 395 
British Columbia 209 229 
| Ts ee: 4 4 

3,778 3,972 
Newfoundland 25 26 
Elsewhere. . 140 153 

3,943 4,151 


A BANKER ARTIST 


L. G. Fraser, manager of the Royal 
Bank of Canada’s Almon and Agricola 
branch, Halifax, N. S., is not only a 
popular official who draws customers, 
but he also draws conclusions —how- 
ever we will let the “Royal Bank 
Monthly” tell the story: 

“Some time ago a man entered Mr. 
Fraser’s branch and presented for 
payment a check bearing the signature 
of a well known local man. The teller 
became suspicious and called Mr. 
Fraser who subjected the customer to 
a close scrutiny, whereupon the latter 
left hurriedly without troubling to take 
his check with him. Mr. Fraser there- 
upon made a sketch of the man from 
memory and, when notifying the police, 
submitted the drawing. 

“Several days later a Halifax police 
inspector picked out a man on the 
street who closely resembled the 
original of the pen and ink drawing. 
The man was arrested, taken to the 
bank, where he was immediately 
identified and then charged with 
uttering a document while knowing it 
to be forged.” 


CHARTER REVISION 


Legislation extending until July 
1934, the charters of all Canadian 
banks will be introduced in the House 
of Commons at Ottawa by Hon. E. N. 
Rhodes, Minister of Finance. The 
Canadian bank act was due to be 
revised this year but was delayed in 
view of the pending world economic 
conference. 


DEBT ADJUSTMENT 


An interesting and rather far-reach- 
ing judgment was rendered recently 
by a Manitoba jidge when a hotel 
was given protection under the debt 
adjustment act. The judge expressed 
the view that a company was just as 
much entitled to protection as would 
be a living debtor and refused to make 
an order in foreclosure proceedings. 





ONE BALANCED BUDGET 


Ah! It has been discovered. 
The Utopia of civic administrations. 
Bankers who have been struggling with 
the tangled affairs of villages, towns 
and cities who have gone off the gold 
standard would probably lift their hats 
in reverence in the presence of such 


officials as the village of Irma, Alberta, | 


has gathered together. 

This village closed the year with a 
bank balance of $2,100 which was $600 
greater than a year ago, and less 
arrears of taxes were reported. Aside 
from one debenture due next August 
for $318 it has no debt and has never 
borrowed from the bank, always 
following the practice of financing 
public works with cash. 


BILINGUAL CURRENCY 


The Dominion of Canada may issue 
currency inscribed both in French 
and English. Historians point out 
that currency in the French language 
has a historical background in Canada 
of some two hundred years. The first 
issue of paper currency on the conti- 
nent was inscribed in French having 
been issued by Intendent De Meulles 
of New France in 1685. 


DOUBLE LIABILITY 


Some interesting details on the 
origin of the double liability clause in 
Canadian bank stocks are referred to 
in a brochure issued by the Bank oi 
Nova Scotia to commemorate the one- 
hundredth anniversary of the founding 
of the bank. It is recorded that in 
1832 the framers of Bank of Nova 
Scotia charter, with Scotch conserva- 
tism desired to have some additional! 
safeguard incorporated in their charter 
and so adopted the double liability o! 
stockholders. This was a new depal- 
ture in banking at that time but this 
principle has now become a part 0! 
the Canadian banking system. Many 
other interesting incidents in Canadian 
banking history are recorded in this 
excellently edited volume. Profusely 
illustrated and a superb product 0! 
the printer’s art, it is a fitting memento 
of a century’s progress of this great 
Canadian institution. 


READJUSTMENT GOES ON 


Slowly but surely, without any fal- 
fare or trumpet blowing, readjustments 
in agricultural debts are taking place 
in Canada. Among recent develop- 
ments in the farmer debt situation are: 
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jon are: 


Saskatchewan: Consolidation of 
arrears of taxes and payments over a 
six-year period provided for in a bill 
introduced in the Saskatchewan legis- 
lature by the government. 

Alberta: Revision of the Debt 
Adjustment Act and consolidation of 
tax arrears provided for in legislation 
introduced into the Alberta House. 

Western Canada General: The 
Dominion Mortgage and Investments 
Association, an organization which 
includes all the important lending 
corporations in Canada, offers a plan 
for western debt amelioration. Briefly 
the proposal will give resident operat- 
ing mortgagors in the west who are 
in arrears in their interest payments, 
five years in which to pay their arrears 
on condition that tax obligations are 
taken care of and the current year’s 
interest met. There are other minor 
stipulations but the mortgagor will not 
be called upon for principal payments 
during the five-year period in question 
except where the proceeds of a crop 
lease system shall be available for such 
purpose by agreement. The plan is 
to apply to farm borrowers only. 


Exchange Restrictions 


(Continued from page 9) 


and forward his documentary dollar 
bills through his own bank for collec- 
tion. His bills are regularly paid and 
all has gone well until one day some- 
thing happens. Payment is for some 
reason delayed. Cables are passed 
between the exporter and the im- 
porter, and correspondence ensues 
between the bank in Canada and their 
correspondents in the Argentine. The 
Argentine bank explain that they have 
been tendered payment by the drawees 
of the bills, as usual, but that the 
Argentine government will not, for 
the time being, permit them to remit 
the money out of the country. They 
may ask whether they should accept 
payment at the rate of exchange of 
the day, and hold the amount so 
collected pending the decision of the 
control board, or whether they should 
delay collection until they can remit. 
lf they adopt the former course, the 
rate of exchange might, in the interval 
between collecting and remitting, vary 
very considerably and somebody will 
be involved in loss. On the other hand, 
i the Argentine importer withholds 
payment until the bank obtains the 
permission of the control board to 
remit, he cannot get the documents 
hecessary to clear his goods. What is 
he to do? There is only one thing he 
can do. He stops importing. 

his is precisely what is happening 
all over the world. There are today 
thirty-five countries with restrictions 
against the exportation of their cur- 
fency. It seems to be undeniable that 
these regulations amount to what is 
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At low cost the executive can tighten his control of 
affairs, can keep in touch with distant offices, mar- 
kets, customers. He does it by Long Distance tele- 
phone service. (Atlanta to Chicago, $2.35). 

Value delivered was never so high. Calls are put 
through more quickly, quality of transmission is 
the smoothest, rates are at their low. (New York to 


Boston, $1.00). 


Your business can profitably use Long Distance 
more. Use it as a means of control. Use it as a sell- 
ing tool — it is selling everything from stocks and 


bonds to coal. (Detroit to Cleveland 60c). 


Charges listed above are for station to station, daytime calls. Evening and night 
rates are considerably lower. Where the charge is 50c or more a federal tax applies 
as follows: 50c to 99c, tax 10c; $1.00 to $1.99, tax 15c; $2.00 or more, tax 20c. 











almost an insuperable barrier in the 
path of returning prosperity. Finland 
was one of the very few countries to 
recognize this fact a year ago. They 
removed their restrictions, but their 
banks admitted that they could not 
guarantee to remit the proceeds of 
collections out of the country, owing 
to their own limited holdings of foreign 
exchange, in the shape of bank bal- 
ances abroad, upon which they must 
draw when settling. Great Britain, 
on the day following the suspension of 
the gold standard on September 21st, 
1931, passed a treasury order prohibit- 
ing the exportation of capital by 


British nationals and persons residing 
in Great Britain, except in certain 
clearly defined instances, such as pay- 
ments made on contracts already 
entered into, and other similar cases. 
England realized that this was a 
drastic step to take, and as soon as 
the urgent necessity disappeared, the 
order was repealed. 

Until the futility of placing such 
obstacles in the way of international 
trade and commerce is fully realized, 
it is hopeless to expect a_ general 
recovery. An amelioration of condi- 
tions can only be secured by co- 
operation, and it is useless for each of 
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THE MOTOR RETURNS THE CARRIAGE 


Banks would not be without the advan- The motor does all of the heavy work— 
tages of the motor-returned carriage on returning the carriage, spacing auto- 
Burroughs Bookkeeping Machines. The matically to the next writing line and 
same advantages are now available in shifting to capitals. As the carriage is 
Burroughs Electric Carriage Typewriter, controlled entirely from the keyboard, 
the greatest improvement in typewriter the typist is able to produce more work 
construction in more than a decade. with less effort. 


Investigate the new Burroughs Electric Carriage Typewriter. Ask the 
nearest Burroughs office for a demonstration. 


BURROUGHS ADDING MACHINE COMPANY 
DETROIT, MICHIGAN 


Manufacturers of ACCOUNTING MACHINES . TYPEWRITER BILLING MACHINES . ADDING MACHINES 
TYPEWRITER BOOKKEEPING MACHINES . STATISTICAL MACHINES . CALCULATING MACHINES 
CASH REGISTERS . TYPEWRITERS . CORRECT-POSTURE CHAIRS 
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the thirty-five nations referred to 
above to say that they will remove 
their restrictions, provided the other 
thirty-four will do it first. The 
present depression has proved the 
economic interdependence of man upon 
man, and country upon country. A 
general easing of international ex- 
change restrictions would be the first 
step up the ladder to better conditions. 


Protection After the Bank 
Closes 


(Continued from page 17 


dream, and was 
to satisfy anyone. 

“Unfortunately, it 
work. When you get copper and lead 
and plaster and _ steel and _ other 
elements together in a vault wall, you 
set up a galvanic battery which in 
time corrodes some of the metals. 
Trouble has been known to arise and 
then the alarm rings all the time. We 
can guard against this in a way by 
isolating the trouble and cutting out 
that portion of the electric wiring, but 
that necessarily reduces the protection, 
since it leaves one entire wall of the 
vault unprotected. 

“So some genius conceived the idea 
of an electric ear, or a sound detector. 
which picks up the sound of a hammer 
or a drill and registers an instantane- 
ousalarm. It’s so simple that probably 
all banks make use of it in one form 
or another.” 

No, not all banks. Within a half 
hour another banker was citing me the 
case of that safe deposit company out 
west where some bandits cut through 
the ceiling at night and helped them- 
selves to what was in the lock boxes. 

“That ceiling wasn’t protected by 
as much steel as I require on a fireproof 
letter file,’ this banker snorted. 

“Banks get burglarized at night, 
and why?” he demanded. “Because 
some one, to save money, buys an old 
lin can of a safe. And that’s all he 
gets—a tin can. Banks don’t realize 
that where they are removed from city 
protection they must have strength 
and more strength.” 


expensive enough 


didn’t always 


Two manufacturers, with divergent 

products, agreed that many banks 
have “safes” which are anything but 
that. One said he had found banks 
protecting their securities with steel 
doors only a half-inch thick. ‘‘That’s 
less than an hour’s protection against 
even an awkward burglar,” said the 
Manufacturer. 

The other firm sells a ventilating 
device to build into a vault, just in 
‘ase some one has to spend the night 
inside. Quite a few banks, he said, had 
been surprised to see how easily the 
Vault wall could be cut into. What was 


p Second-morning delivery _ be- 
tween New York and Los Angeles is 
typical of the speed with which Air 
Express links 85 of the nation’s 
principal cities. In addition the 
full facilities of the Railway Express 
Agency, reaching over 23,000 other 
points in the United States by rail 
are at the disposal of every user of 
Air Express. p» Duplicate receipts 
are a routine matter, establishing a 
black-and-white record of both ship- 
ment and delivery. In addition, 
valuable papers travel under hand- 
to-hand signatures between the 
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Safety 


members of a single responsible 
organization throughout every step 
of their journey. Pick-up and 
special delivery service in leading 
towns is provided at no extra 
cost. ® Marking a packet of 
bank paper “‘via Air Express’’ means 
that it will reach its destination in 
the shortest possible time, whether 
it travels all the way by air or by a 
combination of air and fast rail 
transportation. p Your nearest 
Railway Express Agent can give 
you full details of the new reduced 
Air Express rates, time schedules 
and other information. 
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thought to be a burglar-proof wall was 
practically soft cheese! 

Where there are automatic signals 
of any kind, banks generally operate 
these on a closed circuit, where break- 
ing the contact rings the bell. This is 
much more responsive and sensitive 


than the door-bell idea where vou 
only get action when you push a 
button. 


Also, connections are tested daily — 
night and morning. 

No one I met speaks a good word for 
makeshift equipment. To quote one 
banker: 

“Some banks bought something 
ten or twenty years ago that looked 
pretty good to them then. Maybe it 
was good, or maybe it was sold for a 
price and the manufacturer cleaned 
up what he could and went out of 
business. In either case, the equip- 
ment is probably out of repair. It’s 
like a ten-year old automobile —not 
dependable and just gets in the way. 
Yet the bank trusts all its protection 
to that obsolete device, whatever it 
may be.” 

How can a banker know whether his 
vault and other equipment are burglar- 
proof? 

It’s simple. 

Every manufacturer today of any 
importance has a laboratory in which 
he expends considerable ingenuity 


tearing down his own products. Manu- 
facturers subject fireproof equipment 
to hot furnaces for hours to see what 
happens. Firms that call their products 
burglar-proof hire experts to try to 
get in with explosives and electric 
drills. Insurance underwriters make 
their own tests, in their own labora- 
tories. All the country’s entire in- 
formation on fighting burglars comes 
together in one spot, and the man who 
sells you burglar insurance has those 
facts on tap. 


NJOW the inevitable question. What 
* “ price protection? How much can 
a bank afford to pay for newer and 
sounder burglar-proof equipment? 
“You can’t answer that question in 
dollars and cents,’ one banker replied 
to this question. ‘‘Protection is not a 
matter of per cent or of dollars. We 
want absolute protection, apart from 
the amount of deposits being protected. 
It isn’t like insurance, where the charge 
is based absolutely on the amount of 
money being covered. Here it’s our 
reputation we want to guard, whether 
the loss involved might be a few 
thousands or a hundred times that.”’ 
That is why, across a hard-working 
desk, many a hard-working banker is 
fighting this crime situation as bankers 
always have met any crisis. They are 
studying their bank buildings from the 
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We Guarantee ... 


1. Perfect registration. 
2. Continuous positive feed. 
3. Perfectly legible copies. 
4. Alignment of printed items in 
body of form with typed material. 
A perfected method of feed and registration 


for your Burroughs biller ortypewriter that 
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THE STANDARD REGISTER COMPANY 
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Guests at the William Penn en- 
joy the prestige of a good ad- 
dress. From coast to coast it is 
known as a hotel of distinction, 
possessing an atmosphere ap- 
preciated by experienced trav- 
elers. Yet rates are reasonable. 
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outside, asking where to start on this 
business of protection. They ask 
themselves whether they are handling 
the bank’s money with due regard for 
today’s risks and today’s temptations. 
They are reducing the supply of 
visible money to the bare minimum 
and surrounding their vaults with such 
modern equipment as can withstand 
the attacks of a 1933 crook. 


OME Colonial general coined a war 
phrase: ‘“Trust in God and keep your 
powder dry.” It’s grand to be able to 


| trust in something, but it’s just as 


THE BURROUGHS 


important to be prepared for a little 
fighting. So today’s motto for bankers) 
might be: “Trust in the insurance) 
company, but meanwhile let’s protect 7 
the bank.” How to do it, how much! 
money to spend, how to achieve one? 
victory after another against crime so 
that insurance companies regain their 
confidence and can begin to lower rates, 
not once but many times—that is a 
problem that a great many bankers | 
are going to solve successfully. This 
is a war compared to which fighting} 
the Indians was tame movie stuff, 
There’s a challenge in that thought! 


A View of Foreclosed Real Estate 


(Continued from page 15) 


good lease and a poor sale, give me the 
lease every time! 

Two communities in which one 
typical organization operates have 
been more than ordinarily hard hit. 


| This firm is handling large numbers of 
| residential properties in these cities, 


and there are several other organiza- 
tions with comparable problems here. 
In few cities in this country are the 
general conditions more acute. The 
temptation is strong, at times, to make 
a sale on terms which are fundamen- 
tally unsound. Instead, warned by 
the sad experiences of others who 
yielded to this temptation and sub- 
sequently paid the price, this group 
resolutely holds to its conservative 
policies. It regretfully turns down the 


| offer of the sharp-pencil purchaser and 
| hunts up a tenant for the place. 


ANY men who are getting real 

results with foreclosed real estate in 
an unostentatious way believe that 
the best course is to sell only when it is 
possible to get a substantial down pay- 
ment from a responsible buyer, and 
terms of monthly payment good 
enough to keep the mortgage holder 
out of the red if the sale eventually 
goes sour. Most of these experienced 
men feel that 15 per cent is the mini- 


| ° 
_ mum down payment which guarantees 


| this protection from the outset. 





The 
single exception to this rule is when 
the property can be resold to the 
original owner. Occasionally a situ- 
ation arises where the owner gets 
behind with his taxes, allows the place 
to deteriorate because he simply hasn’t 
the cash to keep it up, defaults 
seriously in his payments of interest 
and principal. Of course the mortgage 
holder prefers to permit a work-out 
without foreclosing, if this is possible. 
But if the property has become so 
badly entangled that this is impossible, 
and the mortgage holder must foreclose 
to protect himself, it may still be 
possible to salvage the situation with 
the original owner. 
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It often happens, for example, that 
he fell behind because he lost his job | 
or his business, and that subsequently | 
he has re-established himself well 
enough to carry the house but not well 
enough to clear up the arrears in lime 
to protect himself and the mortgage 
holder. When this happens, many a | 
farsighted mortgage holder is willing 
to take title, clear up the financial and 
physical difficulties, and resell on 
exceedingly liberal monthly payment 
terms with no down payment, at a 
price which merely includes the amount 
of the loan and interest, plus whatever 
expense was involved in rehabilitating 
the property. This exception to the 
rigid rule has two bases of what many 
qualified experts consider good business 
in the present situation. First, the 
original owner has a pride of ownership 
which guarantees that he will make 
superhuman efforts to keep his home, 
and that he will maintain its physical 
condition to the limit of his ability. 
Second, and more important in its 
bearing on the general situation of real 
estate, this keeps the title where it 
really belongs, in the original owner, 
and thus stabilizes this one property 
and this one property owner, keeping 
him out of the seething lake of fore- 
closed distress properties and _ foot- 
loose dispossessed owners. 

The organizations which follow this 
general course have not been getting 
phenomenal results, neither have they 
been drifting. A good many institu- 
tions of this sort are rehabilitating 
properties rapidly, and are renting 
most of them, as well as making a few 
sound sales. It would be difficult to 
over-emphasize the word ‘“‘sound. 
The sale to a new owner without 2 
down payment and on terms 0 
monthly payment no larger than 4 
small rental has too often turned oul 
badly. Under these circumstances, the 
new owner has no sufficient stake 
the property to make him wish to 
exert himself unduly to keep it. The 
conservatives can cite a good many 


(Continued on page 32) 
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CLEARING HOUSE 


The New Amendments to 


the Bankruptcy Act 


(Continued from page 13) 


the history of railroad securities know 
what has happened to the stocks and 
bonds of railroads that have passed 
through receiverships and reorganiza- 
tions in the past. From the discussion 
of the new amendment relating to rail- 
roads when it was pending in Congress, 
it was very obviously designed to avert 
in these times the perpetuation of the 
so-called racketeering type of railroad 
receivership. Referring to this, Con- 
gressman Sumners, who piloted the 
bill in the Judiciary Committee, 
stated: 

“You who are advised know that 
under the plan now in operation there 
isin this country a thing that amounts 
almost to a reorganization racket. 
Under the provisions of this bill it is 
hoped the carrying into effect of 
reorganizations will be speeded up. 

“I suppose no harm could be done 
by the statement that there are a 
number of railroads in very acute 
distress. If these railroads begin to 
go into the hands of receivers now, no 
one knows how far this thing is going. 
The situation is regarded by Mr. 
Roosevelt and his associates, and I 
believe I may say it is regarded by 
members of the Interstate Commerce 
Commission, as being a very serious 
situation.” 


ANKERS who have been watching 

the course of railroad securities, 
have been of the opinion for some time 
that receiverships for the distressed 
railroads were inevitable. Some have 
lelt that anticipation of those receiver- 
ships has had an adverse influence on 
all railroad securities. However that 
may be, there is assurance now that 
railroad reorganizations under the new 
amendment will be accomplished with 
only reasonable expense and will be 
developed along constructive lines 
under the scrutiny of the Interstate 
Commerce Commission and the United 
States Courts. Fees for receivers and 
others functioning under the new 
amendments will be subject to strict 
supervision by the Courts. 

A special section of the new law is 
devoted to farmers. They may, of 
course, proceed as individuals to invoke 
the protection of the Federal Courts in 
seeking adjustments with their credi- 
tors. If fifteen farmers in the same 
county decide to avail themselves of 
the benefits and privileges of the new 
law, they may have a referee appointed 
lo hear their cases. This stipulation 
appears to be designed for the conveni- 
ence of farmers that are living in 
remote districts. . 

_ The beneficial effects of this legisla- 
ion should be immediate for banks to 
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the same skill and experi- 
ence in vault manufacture 
and construction that have 
made the name of YORK 
preeminent throughoutthe 
world. We will gladly con- 
fer with you regarding the 
size and type of vault your 
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the extent that loans of seemingly 
hopeless debtors need not be written 
off while there is a _ possibility of 
rehabilitation under the composition 
or extension amendments. The ulti- 
mate benefits resulting from the even- 
tual collection of loans now uncollect- 
ible, should be most _ substantial. 
Certainly any normal, healthy debtor, 
given his choice between the oblivion 
of bankruptcy and an opportunity for 
time to rehabilitate himself, could 
make but one decision. And in that 
direction lie hope and constructive 
progress for creditor and debtor alike. 








Even a Detail of Police 
Is Not Equal to Padua 


HeLv-cp men will chance beating an 

officer to the draw, getting into a bank 
and out again, but they know better than 
risk themselves against a secret alarm given 
by a simple upward movement of the foot 


PADUA Hold-Up Alarm Corporation 





112 Seneca Street 


through a Padua 
Foot Unit. Can be 
used with your pres- 
ent alarm system. 
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The Front Feed carriage construction of the latest Burroughs 
Bookkeeping Machine is shown at the right. The journal 
sheet, which is a carbon copy of the ledger or statement is 
inserted around the platen and automatically spaces up for 
each posting. The operator, seated at the machine, uses 
only one hand to insert, align and remove the ledger or state- 
ment quickly, easily and accurately. The machine is equipped 
with the same locked keys and offers the same free access to 


every key as your present Burroughs Bookkeeping Machine. 


For FAST, ACCURATE, 
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This Burroughs combines posting, proving and journalizing into 
P one operation, thus completely handling the bank’s bookkeeping. 

When posting ledgers or statements it automatically adds deposits, 
“a subtracts checks and extends new balances with every posting. 
| It automatically accumulates separate totals of checks, deposits 


: and new balances for proof, and proves, as soon as ledgers are 


« 


posted, that all items have been posted—none omitted or posted 


twice—and that checks have been posted as checks and deposits 


- 
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as deposits. This eliminates the running of any other daily proof. 
Also, the machine journalizes automatically, using a wide sheet 
that shows the detail of every active account. From this record 


any ledger account could be reconstructed. 


The machine is built to Burroughs standards with quality mate- 
rials, careful workmanship and durable construction. Like all 
previous Burroughs Machines it will withstand the hard use 


received day after day in a bank. 


Ask the nearest Burroughs office to explain all the features of 


this machine and its advantages over methods now being used. 
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Metered Charges for Bank Service 


(Continued from page 23) 


larger-sized accounts from a_ wider 
territory that are influenced solely by 
this sound principle of charging fairly 
for services performed. 

It has been about eighteen months 
since the first correspondence left my 
desk on this metered service plan, 
and since that time I have received 
many hundreds of letters from bankers 
throughout the United States. Those 
who have adopted the plan are amazed 
at the simplicity with which it is 
installed and the ease with which it 
operates. Not only is the banker 
pleased, but his customers as well, for 
they realize that their bank is a 


stronger and better institution after 
having adopted this businesslike 
method. 

The metered plan is bringing in a 
substantial revenue to banks that have 
adopted it, and in a medium-sized 
bank this revenue is averaging from 
1 per cent, 1% per cent to 2 per cent 
on total deposits, both checking and 
time. This revenue, to which banks 
are justly entitled, represents, not 
profits on the various accounts, but 
stoppage of actual losses which the 
banks have sustained heretofore by 
the age-old custom of giving their 
costly service gratuitously. 


A View of Foreclosed Real Estate 


(Continued from page 28) 


instances where these so-called sales 
resulted in non-payment of taxes, in 
letting the property run down atro- 
ciously, getting behind in payments 
seriously before the mortgage holder 
decided that it would not work out. 
Then he has the expense of repossessing 
the property, of once more rehabili- 
tating it, and finding at the conclusion 
of the process that he would actually 
have been better off to let the place 
stand vacant all the while. On a fair 
rental, on the other hand, the mortgage 
holder who has foreclosed is able to 
maintain the property in good condi- 
tion, pay the taxes, and usually to get 
some small return on his investment. 
Meanwhile, every month that passes 
under such an arrangement carries the 
world a month further toward the end 
of the depression and the time when 
real estate markets will regain a level 
which will permit selling the property 
at a price to get the unwilling owner 
out with a whole skin and perhaps 
with a reasonable profit. 


[t is not as though this country had 
a surplus of housing today. On the 
contrary, by normal standards, there 
is a deficiency which is daily becoming 
greater. Rarely do two or three 
families live under one roof willingly 
after the first month or so. There is a 
great and growing unsatisfied demand 
for housing, dammed back only by the 
inability of the population to pay the 
price. The owner of a_ foreclosed 
dwelling can count on_ eventually 
making a sale which will repay his 
investment and his subsequent deficits, 
if only he can hold ‘on long enough. 
The first consideration when a piece 
of property gets into difficulties with 
prepayments or interest is to try to 
work it out on a basis which will keep 
the title in the hands of the owner. 


Many of the most conservative finan- 
cial institutions are under such cir- 
cumstances waiving prepayments, scal- 
ing down interest, in the case of rental 
properties such as apartments are 
taking assignments of rents or agreeing 
to small monthly payments worked 
out by sitting down with the owner 
and determining just what he can 
spare after all his other necessary pay- 
ments. Often the owner can operate 
the property more economically than 
could the mortgage holder because he 
does his own leasing, does his own 
janitor work, perhaps even does the 
decorating in his spare time. Dozens, 
even hundreds, of former bank tellers 
and brokerage clerks and street car 
conductors who are out of work are 
today keeping themselves profitably 
employed in doing just such jobs about 
the small apartment buildings which 
they purchased with their savings in 
more prosperous times. No mortgage 
holder likes to throw these men out 
of possession, from the humane side. 
And from the financial, he is far less 
likely to suffer serious loss if he can 
help the equity owner to tide over until 
times get better for everybody. All 
this, of course, assumes that the equity 
owner is thrifty, industrious, and eager 
to do his part. 

But when it is necessary to take title 
to mortgaged property to protect the 
mortgage, then there are certain lines 
of procedure which are working out 
best in the hands of the investors who 
have the greatest stake in the situation 
and who presumably have the best 
talent for handling these properties 
that their money can obtain. 

Few large investors are trying for 
sensational results —and in the opinion 
of most experienced men in this field, 
no sound investors are trying for them. 
Such results can be attained, and then 






temporarily, only by accepting sale 
terms which are probably poor business 
immediately. And certainly such terms 
are bad business in the long run, for 
their demoralizing effect on the market, 
if the investor has more than one 
mortgage among his investments. 

It would be nice if it were possible to 
recount for the purposes of the reader 
some fine, sound, time-tested methods 
guaranteed to turn his foreclosed real 
estate into ample cash in the twinkling 
of an eye. No such methods exist, 
and they cannot exist until the genera’ 
economic situation takes a large tur 
for the better. To recommend any 
other course would be unsound, 
would be destructive rather the 
constructive. And the comparative., 
tame, unsensational methods set for 
in this article are those which, in tu 
long run and probably in the short 
will bring the best results to tho: 
financial institutions which have 
list “‘other real estate’”’ that they hav 
unwillingly taken over from th 
original owners. 





* LETTERS 
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Copies for the R. F. C. 


Sirs: We are very much interested in 
the article entitled “New Credit for 
Agriculture,” by. Norman J. Wall, in the 
January issue of The Burroughs Clearing 
House. We would appreciate it very much 
if you would be good enough to send us 
about five copies and thank you in advance 


for them. 
H. W. JoHNsSON, 
Assistant to Mr. Ford E. Hovey, Chiel, 
Agricultural Credit Division 


« e 


Chen Tsao Hsi Thanks Donors 


Sirs: Through your kind co-operation 
I have received up to the present four 





copies of the article, ““What’s in the Travel | 
i fee you ¢ 


y sent § 


Business,” by C. J. Miller. 
would like to know who had so kind 
them. They were Mr. George Archer, 
Burroughs Co., Portland, Oregon; Mr. 
Austin L. Vickery, The U. S. National 
Bank of Omaha, Nebraska; Mr. J. S. Chase, 
Security State Bank, McIntosh, South 
Dakota; Mr. H. C. Gordon, Danvers 
Savings Bank, Mass. 

Thank you very much for your help and 
the space given me. as one of the above 
told me, in your January issue. 

CuHeEN Tsao Hs, . 
Yenching University, Peiping, China 


¢ ¢ 
The First and Foremost 

Sirs: For several years we have bee! 
favored with The Burroughs Clearing 


House and wish to thank you for it. This 

magazine is read probably more thoroughly 

than any other bank magazine which we 

receive. Most of the articles seem very 

practical and we have taken severa 

pointers from them. 

A. M. Wriaut, Cashier, 

The Worthington Savings Bank Co., 

Worthington, Ohio 
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